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 The CPA Letter
A I C P A  1 0 0  
A C E N TU R Y OF PROGRESS 
IN ACCOUNTING 
1887-1987
FASB Issues Three 
Statements; Two 
Exposure Drafts
A Semimonthly News Report Published by the AICPA
Vol. 67 No. 1 January 15, 1987
The Financial Accounting Standards Board issued five documents late last month: 
three statements and two exposure drafts.
Financial Reporting and Changing Prices (no. 89)—Superseding FASB no. 33, this 
statement makes voluntary the supplementary disclosure of current cost/constant 
purchasing power information, effective for financial reports issued after December 
2,  1986. It gives guidance on measurement and presentation of supplementary 
information on effects of changing prices and provides illustrations of disclosures 
and calculations of current cost/constant purchasing power information.
Regulated Enterprises—Accounting for Abandonments and Disallowances of Plant 
Costs (no. 90)—This statement amends FASB no. 71 by requiring that future 
revenues expected by an electric utility as a result of a regulatory decision to allow 
the cost of an abandoned plant to be recovered from customers be recorded at their 
present value when the abandonment becomes probable. The effective date is for 
fiscal years beginning after December 1 5 , 1987.
Accounting for Nonrefundable Fees and Costs Associated with Originating or 
Acquiring Loans and Initial Direct Costs of Leases (no. 91)—Many lenders will 
have to change the way they account for nonrefundable fees and costs associated 
with originating or acquiring loans under this statement, which applies to all types 
of loans and all types of lenders. They must recognize origination fees as an 
adjustment of the loan’s yield over the life of the loan by the interest method.
The statement takes effect for fiscal years beginning after December 1 5 , 1987.
Not-for-profit Organizations—Under a proposed standard issued by the FASB for 
exposure, not-for-profit organizations that issue general-purpose financial 
statements would be required to record depreciation of long-lived assets. It would 
also require those organizations to disclose information about their depreciable 
assets in the notes to the financial statements. Comments are due by April 3.
Life Insurance Contracts—This exposure draft would establish accounting 
standards for universal life-type insurance contracts. It also addresses limited- 
payment, long-duration insurance contracts and would change, for all insurance 
companies, the method of reporting realized gains and losses on investments.
This proposal would amend FASB no.60, if adopted. Comments on the 
proposal are due by April 15. A public hearing on the issues is planned for June 
22-23.
At its meeting last month, the accounting standards executive committee
□  Approved for issuance a report on Disclosure of Insurance Coverage, subject to 
clearance by the committee.
□  Approved for final issuance a statement of position, Accounting for Joint Costs 
of Informational Materials and Activities of Not-for-profit Organizations That 
Include a Fund-raising Appeal, subject to clearance by the chairman of AcSEC 
and review by the FASB.
□  Approved for issuance a comment letter on the FASB’s exposure draft, 
Accounting for Income Taxes, subject to clearance by the chairman of AcSEC.
□  Approved for issuance a comment letter of the AICPA banking committee on the 
FASB’s exposure draft, Statement of Cash Flows.
AcSEC Meeting 
Highlights
The Institute’s centennial year got off to an auspicious start when the AICPA’s entry 
in the Tournament of Roses Parade in Pasadena on New Year’s Day, New World 
Discovery, won the Anniversary Award for the best presentation of life in the 
U.S.A. There were 59 floats in the parade. The float was shown on four networks 
and beamed, via satellite, to 38 countries, with 250 million potential viewers 
exposed to the fact that the AICPA is celebrating its centennial.
Commemorative Items—Members who would like keepsakes of the Institute’s 
100th birthday are encouraged to review the brochure recently mailed. Many of the 
items are suitable gifts to staff, clients or business associates. Additional copies of 
the illustrative brochure are available from Jim Flynn at the AICPA.
Journal Special—The May 1987 issue of the Journal of Accountancy has been 
designated as the AICPA Centennial Issue. As such, it will feature a variety of 
articles that deal retrospectively and prospectively with issues facing the 
profession. They will include such topics as auditing, the CPA’s role in government, 
industry, education and taxes. Ethics and legal questions are also discussed.
The editor of the issue, James Don Edwards, is a former member of the AICPA 
board of directors, a past president of the American Accounting Association and is 
currently a professor of accounting at the University of Georgia.
The cost of this commemorative issue will be borne by corporate advertisers 
and advertisements placed by CPA firms. For this issue only, a special advertising 
category has been created to enable practitioners to be listed as “ Sponsors.” The 
advertising closing date for this issue is March 16, and material to be set by the 
Journal must be received by February 16. For information on advertising 
specifications and rates, contact Richard Flynn at the AICPA (212/575-6286). 
Annual Meeting Dates Corrected—Because of a typographical error, the dates of the 
AICPA's 100th annual meeting were misstated on page 150 of the December issue of 
the Journal of Accountancy. They are September 19-23, 1987, in New York City.
A program for issuing educational achievement certificates has been developed by 
the AICPA’s CPE division, with the first program to go “on line” this summer.
A Certificate of Educational Achievement (CEA) program is defined as:
□  A series of educationally demanding, integrated courses on a particular subject.
□  Course content that is consistent with learning units in the National Curriculum.
□  A homogenous grouping of participants with particular interest in the subject.
The first program, on personal financial planning, was developed by the 
California Foundation and has been operational in that state since June 1985. 
According to William A. Moore of California, “the enthusiasm of the participants 
has been outstanding and sustaining.”
The PFP curriculum, totaling 88 CPE credit hours, consists of seven courses: 
Adding Personal Financial Planning to Your Practice (2 days); Successful Financial 
Planning for Retirement (1 day); Insurance and Protection in Personal Financial 
Planning (1 day); Personal Financial Planning Tax Considerations and Strategies (2 
days); Analysis and Role of Investments in Personal Financial Planning (2 days); 
Helping Your Client Set Financial Goals (2 days); and Case Studies in Personal 
Financial Planning (1 day).
The CPE executive committee has also approved CEA programs in 
governmental auditing and accounting and in controllership.
For information on the overall CEA program or the PFP program, contact your 
state society or the AICPA at 800/575-7269.
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The SEC has recently proposed three alternatives to the existing Rule 2(e) (7) of the 
Rules of Practice which abandons the presumption that these disciplinary 
proceedings will be private.
The first alternative proposal would make all 2(e) proceedings public, unless 
the Commission otherwise directs. The second alternative would provide for public 
proceedings in specific circumstances. The third would provide for public 
proceedings on a case-by-case basis as determined by the Commission.
The AICPA, in a 28-page analysis submitted to the Commission, opposed the 
proposed amendments on the grounds that they are not necessary or advisable in 
furtherance of the public interest or the interest of investors and would operate 
unfairly against professionals without sufficient justification. Public proceedings 
that may tend to adversely affect professional reputations should not be initiated 
except where clearly required in the public interest, the letter said. The 
Commission currently has the power to initiate public proceedings, when it 
believes they are appropriate under the circumstances. There has been no such 
showing in 1986. For a copy of the AICPA analysis write to the SEC Practice 
Section at the AICPA office in New York.
CPA Video Journal Program no. 46, AICPA Update: 99th Annual Meeting, is now 
available from the order department.
It includes the production that was shown at the Institute’s annual meeting in 
Kansas City last October, plus a report on the Fall Council and the Annual Meeting 
itself. It also contains a brief summary of the Lou Harris public opinion survey. 
Among the topics covered in this 43-minute presentation are the Anderson 
committee report, two additional committee hearings held by Congressman John 
Dingell (D-Mich.), AICPA task force recommendations to improve the quality of 
audits of governmental units and information on the new membership divisions for 
Management Advisory Services and Personal Financial Planning.
The tape is available in two sizes: three-quarter inch (Product no. 885646) or 
one-half inch VHS (Product no. 888630) at $50 each.
The International Federation of Accountants has approved for issuance in February 
an Ethics Statement of Guidance (SGE no. 12) Implementation and Enforcement of 
Ethical Requirements.
The statement concludes that individual members should be required to 
substantiate their conduct as being within the ethical requirements and to justify 
any departures from technical standards. Otherwise, this may constitute 
professional misconduct and give rise to disciplinary action.
Copies of this statement will be available from the order department at $2.50; 
$2.00 to members. (Product no. is 019717.)
On a separate matter, the board of the International Accounting Standards 
Committee has approved an exposure draft (ED 29) on Disclosures in the Financial 
Statements of Banks for publication in April. The comment period will end on 
September 30.
NOTICE OF AICPA PUBLIC MEETING
CPA Examination
An open meeting of the Board of Examiners for the Uniform CPA Examination will be held on February 13 
at the Bahia Mar Hotel in Ft. Lauderdale from 9:00 a.m. to noon. The board will consider issuing an 
exposure draft, Proposed Changes in the Uniform CPA Examination.
Changes in this notice will be reported by the meetings telephone information service.
The number is 212/575-5694.
AICPA Opposes SEC 
Proposals on 2(e) 
Proceedings
Year in Review 
on Video
IFAC to Issue Ethics 
Statement
— 3  —
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Washington Briefs Private Letter Ruling Program Expanded—In Rev. Proc. 87-7 the IRS announced 
expansion of its policy regarding private letter rulings related to issues covered in 
pending regulation projects. For 1986 tax act issues specified in the revenue 
procedure for which there is no clear-cut resolution, requests for private rulings 
will be considered. Issues include limits on passive loss deductions, limits on 
nonbusiness interest deductions and the definition for qualified small business 
bond issues.
IRS Issues Guidance on New Pension Rules—The IRS has issued guidance on 
changes in employee pension plan provisions contained in the 1986 tax act.
Written in question-and-answer form, Notice 87-13 deals with elective deferrals, 
qualified plan distributions, rollovers of partial distributions, estate tax deductions 
for sale of employer securities to employee stock ownership plans and the 
transition rule treatment of certain lump-sum distributions. Notice 87-13 is 
planned for publication in Internal Revenue Bulletin 1987-4, which will be dated 
January 26.
Abnor Nominated to SBA—James Abnor, who was a Republican senator from 
South Dakota in the 99th Congress, has been nominated by the President as the 
next Administrator of the Small Business Administration. Abnor was a member of 
several Senate committees, including Appropriations, during his senatorial tenure 
and had previously served in the U.S. House of Representatives.
Tax Exempts to File Quarterlies—Tax-exempt organizations and certain private 
foundations must file quarterly estimated tax payments as described in IRS 
temporary regulations published in the December 24 issue of the Federal Register. 
The regulations will affect tax-exempt organizations which have income subject to 
the tax on unrelated business income imposed by Code section 511, and private 
foundations subject to the net investment income excise tax imposed by Code 
section 4940. These temporary regulations will also serve as the comment 
document in a notice proposing to adopt them as final regulations. For additional 
information, contact John A. Tolleris at the IRS (202/566-3590).
More Flexibility for Tax-Exempt Bond Rules—Treasury regulations providing more 
flexible rules for state and local governments investing their tax-exempt bond 
proceeds in special Treasury obligations were published in the December 31 
Federal Register.
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The accounting standards executive committee has approved for issuance a report 
of its task force established to study the kinds of desirable disclosure by reporting 
companies necessary to inform users of financial statements of the current 
insurance situation. Because insurance companies, in recent years, have increased 
premiums and deductibles, decreased coverage offered or stopped offering certain 
coverages, many businesses and governments have reduced, dropped or have been 
unable to obtain coverage. This has exposed them to new risks.
The task force report encourages, but does not require, publicly held entities 
and those with public accountability, such as governments, to disclose 
circumstances in which:
□  They are exposed to risks of future material loss related to torts; theft of, damage 
to, expropriation of, or destruction of assets; business interruption; errors or 
omissions; injuries to employees; or acts of God; and
□  Those risks have not been transferred to unrelated third parties through 
insurance.
AcSEC has decided not to recommend a standard form of disclosure, because 
each entity should base its disclosures on the circumstances involved. The 
following matters, however, might be considered:
□  The actual and potential effects of losses from such risks on the entity’s 
historical or planned operations, including exposure to losses from claims, 
curtailment of research and development or manufacturing, or contraction or 
cessation of other activities, such as discontinuance of a product line.
□  Comparison of current insurance coverage by major categories of risk to coverage 
in prior periods, without necessarily quantifying such coverage or changes in 
coverages.
□  Recent claims experience.
□  A description of the reporting entity’s risk management programs without giving 
a misleading impression about their effectiveness.
Also, since this kind of disclosure is experimental, its location in a financial 
report depends on the judgment of the financial report preparer.
Copies of the report will be available from the order department this spring.
Speaking at the AICPA’s National Conference on Current SEC Developments held in 
Washington in early January, AICPA Board Chairman J. Michael Cook said that the 
profession is making progress on various programs and initiatives aimed at revising 
auditor responsibilities, detecting financial fraud and upgrading the Institute’s 
ethics code. He cited recent proposals by the auditing standards board, the 
Anderson committee and draft recommendations by the National Commission on 
Fraudulent Financial Reporting.
Financial fraud was also discussed by two SEC speakers. SEC Commissioner 
Edward Fleischman stated that most financial fraud is committed by upper 
corporate management. He advised accounting practitioners to “exercise 
appropriate professional skepticism” in combating fraud. SEC Chief Accountant 
Clarence Sampson urged CPAs to focus on the economic effect of financial 
transactions being audited.
SEC Conference 
Highlights
— 2 —
Statement no. 6 of the Governmental Accounting Standards Board, Accounting and 
Financial Reporting for Special Assessments, sets accounting and financial 
reporting standards for capital improvements and services financed by special 
assessments.
The statement requires that transactions of a service-type special assessment 
should be reported in the fund type that best reflects the nature of the transactions, 
usually the general fund, a special revenue fund, or an enterprise fund, giving 
consideration to the “number of funds” principle. Service-type special assessment 
revenues should be treated like user fees. Assessment revenues and expenditures 
(expenses) for which the assessments were levied should be recognized on the 
same basis of accounting as that normally used for that fund type.
The effective date is for periods beginning after June 15, 1987.
In Technical Bulletin no. 87-1, the GASB staff provides guidance on certain aspects 
of paragraph 68 of GASB Statement no. 3, Deposits with Financial Institutions, 
Investments (including Repurchase Agreements), and Reverse Repurchase 
Agreements. It deals with two questions:
□  Should a financial institution or broker-dealer that purchases securities for a 
governmental entity be considered a counterparty in applying paragraph 68?
□  What is the effect on required disclosure by risk category when a governmental 
entity uses the book entry systems of the Federal Reserve and Depository Trust 
Company to hold its securities in a custodian’s account, rather than in its name?
Once again the AICPA’s management of a tax practice subcommittee has updated a 
package of sample tax practice aids for adaptation to a firm’s specific practice and 
local law requirements. As in prior years, the package includes preparation and 
review checklists for individual, partnership, corporate and S corporation returns.
The checklists are being distributed to all AICPA tax division members. Copies 
may also be obtained by sending a self-addressed 9  X  12 envelope, with a check for 
$10 payable to AICPA Checklists, P.O. Box 1012, New York, New York 10108-1012.
For the second time in less than six months, the Journal of Accountancy has won a 
major award for editorial and graphic excellence. After winning the Gold Circle 
Award, tops in its category, as judged by the American Society of Association 
Executives, it has won an Honorable Mention in the professional association 
journal category in a publication contest sponsored by Association Trends, a 
national weekly for association executives.
Members have been mailed a ballot and a “pros and cons” brochure on a key 
recommendation by the special committee on standards of professional conduct 
(Anderson committee). The proposal would require that “a member engaged in the 
practice of public accounting as a proprietor, partner, or shareholder of a firm 
auditing one or more SEC clients, as defined by Council, may retain membership in 
the Institute only if that firm is a member of the SEC practice section of the 
division for CPA firms.” The AICPA Council recommends a favorable vote.
Ballots must be received at the AICPA offices by March 3 0 , 1987, in order to be 
valid and counted.
Other recommendations by the Anderson committee requiring by-law 
amendments are expected to be discussed by Council at its May meeting._________
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Kudos to the Journal
CPA Video Journal no. 47, White House Conference on Small Business, highlights 
the activities of more than 1,800 delegates, including more than 140 CPAs, at the 
conference in Washington, D.C., last August.
The 33-minute videotape includes segments of speeches by White House Chief 
of Staff Donald Regan, Secretary of Labor William Brock, Secretary of Education 
William Bennett and Senator Robert Dole (R-Kans.). It concludes with a discussion 
of the top ten recommendations by two AICPA members who served on the 
conference’s national steering committee: Bruce Harper and Edward Pendergast.
CPA Video Journal no. 48, The Louis Harris Public Opinion Poll, is a report on Lou 
Harris’ presentation of his Survey of Perceptions, Knowledge and Attitudes Toward 
CPAs and the Accounting Profession, which concluded that the accounting 
profession is among the best regarded institutions in the country.
Copies of either videotape are available to members from the order department at 
$50 each. Product no. for the Conference is 888644; for the Survey, 888659. The 
Conference tape only can be obtained by nonmembers at $60 each. Call 212/575-6426.
Apparently staff editorial people are better with letters than numbers. Two corrections: 
The January issue of the Journal of Accountancy carried a wrong telephone number, on 
page 65, for non-New Yorkers, for the AICPA Technical Hotline. It should be (800) 
223-4158. Not to be outdone, the Letter misidentified, in the January 15 issue, the 
telephone number to call for information on CPE’s Certificate of Educational 
Achievement Program or the Personal Financial Planning curriculum. Those who 
called the listed number may have gathered that the program was not available in their 
area. Not so! The correct number, toll free, is 800/242-7269.
As reported in the January 15 issue of the Letter, the AICPA’s Centennial issue of the 
Journal of Accountancy (May 1987) will accept special listings from members to be 
known as “sponsors. ” This is in addition to the other forms of advertising in which a 
member may wish to participate. These “cards” will be limited to the information 
requested in the coupon below. Price is $250 each and copy for this listing must be 
submitted by February 15. For further information, call Richard Flynn at the AICPA 
(212/575-6286).
SPONSOR ADVERTISEMENT FOR JOURNAL OF ACCOUNTANCY
To: Advertising Department 
Journal of Accountancy 
1211 Avenue of the Americas 
New York, New York 10036-8775
Please list me as a sponsor in the AICPA Centennial issue of the Journal of Accountancy at the special rate of 
$250.
Name:_________________ ______________________ Title:_____________________________________
Firm:___________________________________________________________________________________
Address:________________________________________________________________________________
City:________________________________________ State:_________________ Zip:_________________
□  Payment Enclosed □  Please Bill Me
Journal of
Accountancy
Centennial
“Sponsors”
Sought
New Video Journals 
Ready
Phone Glitches; 
Don’t Blame AT&T
—  3—
Signed:
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Washington Briefs Guidance for Independent Contractors—In information release (IR-87-8) and in 
Notice 87-19 the IRS clarified that the Tax Reform Act of 1986 did not 
automatically change the employment status of computer-related independent 
contractors for tax purposes. They also state that the law applies only in so-called 
three-party cases involving a computer specialist, a broker firm and a client. 
According to these releases, the IRS is also temporarily waiving penalties for 
employers who have failed to deposit their portion of Social Security taxes for 
employees whose status was changed because of the new law. This notice is 
scheduled for publication in Internal Revenue Bulletin no. 1987-6, to be dated 
February 9, as is the following notice related to guidance on new limits for pension 
benefits and contributions.
Pension Benefit Guidance—The IRS has set forth guidance in Notice 87-21 on new 
limits for qualified pension plan contributions and benefits. Although the IRS 
provides sample plan amendment language that may be used to adjust plans to the 
1986 tax act changes, future guidance will be provided for issues not addressed in 
the IRS notice, according to the Service. If future guidance should be more 
restrictive than that contained in this notice, it will not be applied retroactively, 
said the IRS.
For further information on this subject, contact the IRS Public Affairs Office at 
202/566-4024.
Spouse May Get IRA Break—Although only individuals who are not active 
participants in specified retirement plans may make full IRA deductions for 1987 
and beyond, a spouse who files a separate tax return will be considered as single 
for purposes of the IRA provisions, irrespective of the other spouse’s status as a 
participant in a plan, according to IRS Notice 87-16. If either partner on a joint tax 
return filed by a married couple is an active participant in an IRA plan, both will 
be considered as such.
Accounting Openings at ITA—The Import Administration, International Trade 
Administration, U.S. Department of Commerce, seeks five accountants, preferably 
CPAs, to handle accounting related to the administration of the antidumping and 
countervailing duty laws requiring a broad accounting knowledge. International 
travel, but based in Washington. Salary range: $32,567—$45,763. Contact Elizabeth 
Sager, ITA, Office of Personnel, Room 4808, 14th and Constitution Avenue, N.W., 
Washington, D.C. 20230.
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At its meeting on February 11-13 the AICPA board of directors
□  Authorized development of a proposal to form a national captive insurance 
company to participate in underwriting the AICPA professional liability 
insurance plan. It is expected that the captive would operate as a reinsurer and 
provide greater stability to accountants in the insurance market. (See story on 
page 2.)
□  Received a report from the AICPA Insurance Trust and authorized a change in 
the trustee.
□  As a follow-up to hearings by the House Government Operations Committee, 
chaired by Congressman Jack Brooks (D-Tx.), authorized broad distribution of 
the final report of the task force on the quality of audits of governmental units. 
The report offers a program to improve the quality of such audits by CPAs, and 
to improve government officials’ understanding of the factors necessary to 
obtain quality audits of governmental units and funds.
□  Voted to recommend the Council elect J.H. Cohn & Company as auditors of the 
Institute and its affiliates for years ending after December 3 1 , 1986.
□  Received a report of efforts to modify the year-end conformity provision of the 
Tax Reform Act of 1986 relating to partnerships, Subchapter S corporations and 
certain other entities.
□  Discussed a plan for implementation of recommendations in the Anderson 
committee report suggested by an implementation committee chaired by Vice 
Chairman A. Marvin Strait. The board’s preliminary views will be discussed by 
members of Council at regional meetings in March. Final recommendations for 
membership vote will be developed at the April board meeting for submission 
to Council at its May meeting.
FASB Proposes 
Bulletin on 
Life Insurance 
Accounting
The FASB is accepting comments until early March on a proposed technical 
bulletin that would provide guidance on how employers should account for a 
change in accounting for life insurance provided separately from a pension plan 
and for retiree health care benefits. It is designed to clarify what may seem to be 
conflicting guidance on analogous issues.
The technical bulletin proposes that, if a company changes its accounting 
method for those benefits, the company may recognize the effect of the change in 
the period in which it was made or over future periods. The employer should 
disclose the nature of the change, why it was made and how the change affected 
income before extraordinary items, net income and related per share amounts.
Deadline Is March 30 on Member Vote
Members are urged to participate in the current mail referendum on the proposal that “a member 
engaged in the practice of public accounting as a proprietor, partner, or shareholder of a firm auditing 
one or more SEC clients, as defined by Council, may retain membership in the Institute only if that 
firm is a member of the SEC practice section of the division for CPA firms.”
Ballots must be received at the AICPA by March 30. The governing Council recommends 
members vote in favor of the proposal.
The formation of a nationwide captive insurance company to soften the effect of 
recurring crises in the commercial insurance market is being proposed by the 
AICPA professional liability insurance plan committee. A national plan providing 
professional liability insurance for local and regional firms has been sponsored by 
the committee since the mid-1960s. The plan has been underwritten by Crum & 
Forster Insurance Companies since 1974.
The need for an alternative to total reliance on the commercial insurance market 
was explained by Norman C. Batchelder, committee chairman. “The last few years 
have been very difficult ones for the profession. Premium rates set by the 
commercial market have skyrocketed since 1984, while policy terms have become 
more restricted and available limits are a scant fraction of what they once were. 
AICPA rates were kept low in prior years to remain competitive with other liability 
plans for CPAs, but those plans have ceased to exist and our present rates reflect 
current market conditions.” Batchelder added that current premiums were 
established following contemporaneous actuarial studies of prior experience of 
CPA firm claims by two independent actuarial firms. “We are convinced the 
Institute’s plan is on a sound footing and that the numbers are right, but the 
premium rates unquestionably are hurting our members,” he stated.
As proposed, the captive would offer AICPA members the opportunity to own 
stock in their own insurance company. The company would not write policies on 
its own, but would instead participate with the commercial market by taking a 
share of the risk. “The captive will help to stabilize the Institute’s plan by bringing 
added capacity to the marketplace and will exert substantial influence in coverage 
design and rate,” according to Committee Member Charles B. Larson. He said that 
the captive would offer the profession maximum flexibility in the insurance market 
and minimize unforeseen coverage and rate problems in the future. “We’ve been 
asked to pursue the idea of a national captive by members and state CPA societies,” 
Batchelder added. “Experience has shown that it takes at least six months to have a 
captive up and running and we will be making periodic reports on our progress.”
International 
Guideline on 
Financial Statement 
Review Proposed
The International Auditing Practices Committee of the International Federation of 
Accountants has issued Exposure Draft 28, Review of Financial Statements. It 
would provide guidance on the procedures the auditor should follow when 
engaged to review financial statements and the form and content of the report that 
the auditor then issues. The draft explains that an auditor should consider sending 
an engagement letter to define clearly the objective, scope and nature of the review 
engagement and several areas of consideration are pointed out.
The comment deadline is June 30 and copies are available from the AICPA’s 
order department. Ask for Product no. G00349. Comments should be sent to Dan 
M. Guy at the Institute’s New York office.
The International Federation of Accountants is also issuing two prefaces this 
month: Preface to International Auditing Guidelines (Product no. 019280) is an 
amendment to a document originally issued in July 1979; Preface to Statements on 
International Management Accounting (Product no. 019452) is designed to 
facilitate understanding of the objectives and operating procedures of IFAC’s 
financial and management accounting committee, its scope and authority. Both 
prefaces will be available from the AICPA order department at nominal cost 
(212/575-6426).
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CPE Sets
National
Conferences
Centennial
Poster
Available
Minority
Scholarships
Announced
The AICPA’s CPE division has scheduled seven national conferences in May and 
June, most of which are co-sponsored. They are
Accountant’s Professional Liability: To be held in Chicago, May 6-7, this 
program concentrates on defensive techniques and is co-sponsored by the Illinois 
CPA Society. Registration is $495 and recommended CPE credit is 16 hours.
AICPA National Banking School: This two-unit program has been developed 
from the concept that the best way to manage a bank client is to experience 
managing a bank.
The first unit (intermediate), set for May 11-14, deals with performance 
measurement and decision making in the banking industry. On June 22-25, the 
advanced unit will deal with advanced strategic planning and performance 
measurement.
Both presentations will be held at the McIntire School of Commerce,
University of Virginia, which is also the co-sponsor. Registration is $935 for each 
session and recommended CPE credit is 32 hours for each program.
Microcomputer Conference and Exhibition: Co-sponsored by the Texas Society 
of CPAs CPE Foundation, this hands-on computer showcase is tailored to the needs 
of CPAs. A spouse’s program will highlight the use of a PC in the home 
environment. It will be held in Dallas on June 1-3; registration is $445 (spouse/guest 
is $35) with recommended CPE credit of 18 hours.
The CPA’s Role in Divorce and Related Tax Planning: Designed to present the 
latest in-depth technical information on all phases of the divorce process, “how to” 
instruction is featured, including a half-day moot court demonstration. The dates 
are June 4-5 in Las Vegas and the conference is co-sponsored by the Nevada CPA 
Foundation. Registration is $495 and recommended CPE credit is 16 hours.
National MAS Training Program: These two five-day intensive sessions, June
15-19 and June 22-26 (introductory and advanced) will help shape the knowledge of 
a client’s organization into marketable consulting skills. Both sessions will be held 
at Ohio State University, Columbus. Registration is $995 for the introductory course 
and $1,195 for the advanced. Recommended CPE credit for both sessions is 40 
hours.
For further information on any of these programs, call 800-AICPANY (in New 
York, 212/575-5696).
On another matter, the CPE division is seeking from CPA firms self-study CPE 
programs for publication and marketing to the membership. Firms with in-house 
programs in operation or in the offing should contact Nina Diamond of the CPE 
division at 212/575-6244.
As part of the ongoing celebration of the profession’s Centennial, the AICPA is 
making available a three-color poster, measuring 24 by 15 inches, which highlights 
the CPA’s commitment, objectivity and integrity in serving the needs of American 
business. It is modeled after the Centennial advertisement which appeared in the 
Tournament of Roses Parade Program and in a special supplement on the 
profession in the Kansas City Times.
To order, contact the AICPA order department and request Product no. 888837. 
Price is $2 each, with standard AICPA quantity discounts applying. Orders of four 
or fewer copies must be prepaid. Telephone number is 212/575-6426.
The AICPA’s minority recruitment and equal opportunity committee has awarded 
$40,125 in scholarships to 105 minority students at 68 colleges or universities. They 
included 36 men and 69 women.
The total awards included those sponsored by Arthur Andersen & Co., General 
Mills and RCA.
These awards are for the second half of the 1986-87 academic year and 
supplement the 405 scholarships totaling $308,000 granted last fall.
—  3 —
AICPA Members 
Endorse Programs, 
but Want More
Journal Adds
Industry
Feature
Financial Report 
Survey Issued 
on Pensions
A nationwide survey of AICPA members was recently completed. It indicated 
general satisfaction with current programs but revealed several items of future 
concern.
Respondents were asked to reply to a variety of questions in four major 
categories: importance of membership, evaluation of current and future services, 
evaluation of the Institute’s performance and policies, and the AICPA’s mission 
and objectives. The results were stratified to reflect the proportionate reactions of 
members in public practice, industry, education, government and “other.”
Importance of Membership and Reasons for Belonging—About 80 percent of 
the members indicated that membership is at least moderately important to them, 
with a higher percentage of those in public practice rating their membership as 
“very important.” The two most frequently cited reasons for belonging were 
keeping up-to-date on professional developments, and being part of the organized 
CPA profession. In third place were the advantages of participating in insurance 
programs.
In general, 80 percent of members in all categories believed that their dues 
money is well-spent.
Current and Future Services—Generally, members believe that existing and 
future AICPA services are more important to the profession generally than to 
themselves, as individuals. In terms of future needs, two suggestions were 
paramount: to improve the Institute’s responsiveness to the needs of the smaller 
CPA firms, and to the needs of members not in practice.
Institute Performance and Policies—Leading the responses was the belief that 
the AICPA has been successful in making accountancy more professional and that 
it should retain responsibility for setting standards within the profession; at the 
bottom of the list was the effectiveness of the AICPA in enforcing professional 
standards.
Mission Statement/Objectives—The vast majority of the members agree with 
the Mission Statement and general objectives of the Institute (see September 29, 
1986, Letter).
Suggestions for improvement to the Mission Statement included serving 
industry members better, meeting member needs, improving services to smaller 
firms, and communicating to the public what CPAs do.
Members also provided their opinions on future issues and trends which may 
significantly affect CPAs during the next few years. At the top of the list was 
independence/objectivity, followed by litigation matters, retaining self-regulation, 
quality of practice, and, computerization.
A comprehensive summary of the survey will appear in the April issue of the 
Journal of Accountancy.
Starting with the March issue, the Journal of Accountancy will periodically carry a 
special series of interviews entitled People in Industry. Management accounting 
issues, professional activities and unique aspects of particular industries will be 
discussed. The initial interview is with Richard E. Piluso, chairman of the AICPA’s 
industry committee.
This periodic feature is in addition to the monthly Focus on Industry 
department which first appeared last October.
Illustrations of accounting for pensions and for settlements and curtailments of 
defined benefit pension plans is the subject of the AICPA’s latest financial report 
survey. It is a survey of the application of FASB Statements nos. 87 and 88. It 
presents excerpts from 28 recently received financial statements that illustrate the 
“earlier than required” application of one or both statements. Copies are available 
from the order department, at a price to be determined. Ask for Product no.
037927. Call 212/575-6426.
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Three major changes to the uniform CPA examination designed to enhance its 
validity and reliability have been proposed in an exposure draft approved by the 
Board of Examiners. The proposed changes are
□  Combining the contents of the current Accounting Theory and Accounting 
Practice sections, and reallocating their subject matter into two new sections.
□  Eliminating essay questions so the examination will comprise only objective 
items, including formats other than multiple choice.
□  Shortening the examination from two and one-half days to two days. If adopted, 
the proposed changes will become effective with the May 1990 examination.
The board of examiners believes that a candidate’s knowledge and skills will be 
tested at levels equal to or higher than currently, and time will be allocated to more 
closely test the activities of a CPA who just reaches the level of responsibility for 
planning and executing a professional engagement. Also, accuracy and consistency 
of grading should be improved.
Copies of the draft will be sent to state boards of accountancy and other 
interested parties. Additional copies can be obtained from the examinations 
division at the AICPA. Call 212/575-3873.
Comments are due by August 17 in the division’s office.
The examinations division of the AICPA seeks CPAs and JDs who are available 3 or 
more days a week, excluding Sunday, as graders for the May 1987 uniform CPA 
examination. Per diem rates paid during the period May 21 to July 1.
For additional information, contact the examinations division at the AICPA 
office. Call 212/575-3873.
NOTICE OF AICPA PUBLIC MEETINGS
Accounting and Review
The accounting and review services committee will hold an open meeting in Chicago at the Westin Hotel- 
O’Hare on March 9, starting at 9:00 a.m. The agenda has not yet been set.
The next meeting is scheduled for May 18-19 at a site to be selected.
Accounting Standards
An open meeting of the accounting standards executive committee will be held from March 17 
through March 19 at the Fairmont Hotel in Denver, starting at 8:30 a.m. A summary of the agenda follows:
□  Discounting Applications Issues Paper (continue discussion from previous meeting).
□  Foreign Reinsurance Issues Paper (initial discussion).
□  Continuing Care Contracts Issues Paper (consider for final issuance).
□  FASB Exposure Draft on Recognition of Depreciation by Not-For-Profit Organizations (consider 
comment letter).
□  FASB Exposure Draft on Consolidation of All Majority-Owned Subsidiaries (consider comment 
letter).
□  Government Contractor’s Guide (consider for exposure).
The next scheduled meeting will be held in Washington, D.C., May 6-8.
Auditing Standards
The auditing standards board will meet in the AICPA boardroom, New York, on March 11-12, starting at 
9:00 a.m. The tentative agenda is as follows:
Wednesday, March 11
□  Compliance Auditing (preliminary discussion)—a.m.
□  Pro Forma Financial Information (discussion of preliminary draft)—p.m.
Thursday, March 12
□  Revision to SAS no. 27, Supplementary Information Required by the Financial Accounting 
Standards Board, (consider draft for exposure)—a.m.
The next scheduled meeting will be in San Diego on April 28-30.
Changes from these notices will be reported by the meetings telephone information service.
The number is 212/575-5694.
Changes 
Proposed to 
CPA Examination
CPA Exam 
Graders Wanted
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Washington Briefs Restrictions on Accounting Period Changes—Requests to change to a calendar year 
are not affected by the tax regulations. Temporary regulations (T.D. 8123) state that 
the IRS generally will not consider a taxpayer’s request for a change in tax year 
unless the taxpayer has experienced “a substantial acquisition or divestiture.”
Subchapter S Definition Revised—The exception for small S corporations from the 
IRS requirement of corporate-level determination of the tax treatment of “sub­
chapter S items” has been announced by the IRS as temporary regulations. Contact 
Stuart Wessler at the IRS, 202/566-3297 for further information.
SBA Schedules Conferences—Five one-day conferences have been scheduled by 
the SBA to discuss accounting and marketing, insurance, licensing, home 
inspections and zoning. These workshops will also cover strategies for business 
development for both established businesses and potential homebased 
entrepreneurs. Dates are Los Angeles (April 10), Missoula (May 1), Boston (May 12), 
Syracuse (May 29) and Chicago (June 6).
Cost is $35 per person. For further information, contact Maryanne Holl at the 
SBA Office of Business Development at 202/653-6337.
SEC Seeks CPAs—The SEC has openings in its Washington office for CPAs with at 
least three years of experience in a public accounting firm or with a publicly held 
corporation. Duties include review of 10-k and registration statements. Salaries 
range from $32,567 to $50,346 a year. For information, write to Edith Holcutt, SEC, 
450 Fifth Street, N.W., Washington, D.C. 20549.
Five CPAs Appointed to IRS Advisory Group—The newly appointed 18-member 
IRS Commissioner’s advisory group will meet in Austin on March 9-10 to discuss 
the IRS budget and an update on its implementation of the Tax Reform Act. Anyone 
wishing to attend must notify Robert Hilgen at the SEC by March 2. Telephone 
202/566-4143. The new CPA members are Joe DeCaminada, Detroit; Larzette G.
Hale, Logan, Utah; Betty Jackson, Boulder, Colorado; Pamela J. Pecarich, Wash­
ington, D.C.; and Suku Radia, Des Moines.
IRS Updates Form 5500EZ—The IRS has advised that Form 5500EZ, as it appears 
in Package X, Volume 2, was a proof that was available at the printing date. It has 
subsequently been updated, so the copy in Package X should not be used. The 5500 
series forms packages, except Package X, include the updates and may be used.
IRA Correction—The January 30 Letter carried an item on IRAs (IRS Notice 87-16). 
If either spouse on a joint tax return is an active participant in a specified  
retirement plan  (not an IRA as reported), both will be considered as such. A spouse 
who files a separate return will be considered single for IRA purposes.
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The midyear meeting of the American Bar Association’s House of Delegates 
approved a controversial package of tort reform measures, recommended by a 
special commission.
Among the changes approved was a modification to the joint and several 
liability doctrine, under which any defendant can be held liable for the total 
damages sought. The modification would establish proportionate liability only in 
the cases of non-economic loss, such as pain and suffering. Other changes call for 
greater use by trial judges of their powers as an alternative to legislative caps on 
jury verdicts, a higher standard of proof for the imposition of punitive damages, 
basing contingent fees on the net amount recovered after payment of litigation 
expenses, and judicial oversight of contingent fee arrangements.
The AICPA’s special committee on legal liability, under the chairmanship of 
Ray J. Groves, had previously taken exception to the limitation of proportionate 
liability to non-economic losses in a letter to the chairman of the House of 
Delegates.
Groves urged that proportionate liability be extended to all tort cases without 
distinguishing between non-economic and economic damages and without any 
arbitrary threshold—verbal or numerical—on the proportion of responsibility. The 
Groves’ committee position is based on the concept that professionals, as well as 
other groups, are unfairly burdened with disproportionate liability for economic 
loss.
AICPA 1;CUNA 0 As reported in the October 2 9 , 1986, Letter, the Credit Union National Association 
sought declaratory and injunctive relief in a federal district court on the grounds 
that the AICPA’s Audit and Accounting Guide for Credit Unions, which calls for 
the capitalization of members’ share accounts as liabilities rather than capital, will 
harm the financial condition of credit unions and should be withdrawn.
Not so, said Judge John C. Shabaz of the U.S. District Court for the Western 
District of Wisconsin, who dismissed the complaint.
The Accountant’s Business Manual, scheduled for May 1 publication, has been 
offered to members at a prepublication price.
This 800-page looseleaf manual has been designed to provide a wide range of 
general business information needed by practitioners and financial executives. It 
deals with matters relating to business organization, taxes, insurance, estate 
planning, employee matters, investment vehicles (such as tax shelters) and 
investment administration/strategies. A number of chapters deal with government 
regulations in such areas as securities, estates and trusts, employee retirement and 
deferred compensation plans, IRS practices and procedures, and employment 
regulations, as well as a variety of other business-oriented operational topics.
The Manual is a continuum of professional information and will be kept 
current through periodic supplements that will update its essential information.
Its prepublication price to members is $99.50; the price goes to $120 after 
publication. Requests should be placed with the AICPA order department, 
specifying the prepublication product number 029422. Telephone 212/575-6426.
Order Now and 
Save on
Business Manual
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Plan Now, Pay Later September 19-23 are very special dates in the history of the Institute. This is when 
the AICPA formally celebrates its centennial in New York with what promises to be 
the Institute’s biggest and best event ever. There will be something for virtually 
everybody. Here are some of the highlights.
For the Professional—A broad range of plenary and concurrent sessions will deal 
with topics designed to appeal to the interests of all members, whether in public 
practice, industry, government or education. There will also be a state-of-the-art 
exhibit of products and services geared to making the CPA’s life easier.
For the Athlete—A ten-kilometer “Centennial Run” is scheduled in Central Park; 
the less ambitious can participate in a one-mile “Fun Run.”
For the Opera Buff—A Metropolitan Opera Company matinee performance of La 
Bohème will be held at Lincoln Center, preceded by a brunch.
For the Music Lover—The Boston Pops Orchestra will give a special performance at 
Avery Fisher Hall.
For the Fun Lover—The AICPA will present “A Century of Entertainment,” 
featuring the world-renowned Rockettes at Radio City Music Hall.
For the Curious—A large number of tours, ranging from the Statue of Liberty to 
West Point, are geared to appeal to a wide variety of interests.
For a Message with Your Meal—The widely acclaimed columnist and humorist,
Art Buchwald, will address the joint luncheon of members and guests.
For the Early Bird—Those who register and pay by July 15 will receive a free audio 
cassette, “TRA ’86 Tax Update.”
More details will be forthcoming, but mark your calendar now for September 
19-23 and plan to participate with your colleagues, family and friends in this 
historic event.
Foreign Currency Exposure and Risk Management is the title of Study 2 on 
management accounting practices prepared by the financial and management 
accounting committee of the International Federation of Accountants.
This study discusses, for the benefit of senior financial and accounting 
managers, the management of foreign currency exposures and the risks associated 
with changes in the rates of exchange between currencies. It is intended as a 
framework for those who are required to address such exposures and risks.
Copies may be obtained from the AICPA order department (212/575-6426). 
Product no. is 019929. The price has not yet been determined.
A recent survey by the AICPA’s tax division of its almost 20,000 members showed 
that, on average, they do approximately 47 percent of the year’s work in the first 
three-and-a-half months. Under the Tax Reform Act of 1986, most of their fiscal year 
clients will be forced to change to the calendar year. If this happens, the tax 
division members estimate that 62 percent of their entire year’s activity will fall in 
this three-and-a-half month period. The AICPA is working actively with Congress to 
effect a change that will allow taxpayers to retain their fiscal years. (See special 
report in the December 2 9 , 1986, issue of the Letter.)
The survey was undertaken to determine the possible effects of the year-end 
tax conformity provision of the Act.
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Tax Division 
Comments on 
Treasury Proposal
“Key” Persons Meet 
in Washington
FASB Update
Spouses Can Now 
Get Life Insurance 
Under CPA Plan
The AICPA tax division recently submitted comments on proposed amendments to 
Treasury regulations governing practice before the IRS. The amendments deal with 
standards of practice in connection with tax return preparation and other tax return 
advisory services.
The AICPA commented that the standards proposed by Treasury would be 
difficult to apply and, if adopted, would have an adverse effect on the voluntary 
self-assessment system. Accordingly, the tax division worked extensively with the 
tax section of the American Bar Association to develop alternative standards. The 
two groups submitted essentially the same recommendation. One of the basic tenets 
of the proposal is that a practitioner may recommend a position as long as there is 
“. . . good faith belief that the position has a realistic possibility of being sustained 
administratively or judicially on its merits if challenged.”
The recommendation also addresses advice to clients and reliance on informa­
tion supplied by the client or by the third parties. A more detailed discussion of 
the AICPA comments and recommended standards will appear in the April issue of 
The Tax Advisor.
As part of the AICPA’s continuing effort to increase its visibility and effectiveness 
in Washington, some 115 state society leaders and members having substantial 
contact with members of Congress met with AICPA officials in Washington last 
month at the 10th Annual Federal Key Person Coordinators’ Conference to discuss 
major issues affecting the profession.
These included an update on accounting oversight hearings, the Financial 
Fraud Detection and Disclosure Act, RICO, year-end tax conformity, and the quality 
of CPA audits of federally assisted entities.
Views and suggestions were developed for increasing grassroots involvement in 
strategy development and in enhancing communications to improve the profes­
sion’s ability to present its views on key issues.
Late last month, the FASB considered the AICPA issues paper, Accounting for  
Options, and reaffirmed its decision to address the specific issues as part of its 
financial instruments and “off-balance-sheet financing” project. This will allow 
consideration of the accounting issues as they relate to a variety of instruments.
On another matter, Paragraph 15 of FASB Exposure Draft, Accounting for 
Income Taxes, describes an approach that schedules future reversals for all 
temporary differences to determine whether deductible amounts in future years 
offset taxable amounts. The board believes that the following approach might 
sometimes reduce the extent of scheduling:
□  Identify the type and nature of an enterprise’s temporary differences;
□  For each type of temporary difference, determine whether the tax law precludes 
or effectively precludes tax-planning strategies;
□  For types of temporary differences that the tax law precludes or effectively 
precludes tax-planning strategies, scheduling or other procedures might be 
necessary to determine whether deductible amounts in future years offset 
taxable amounts;
□  All other types of temporary differences would be available for offsetting for 
deferred tax calculations.
Finally, the board has decided that guidance on sale and leaseback transactions 
should be provided in an FASB Statement rather than in a proposed technical 
bulletin.
Starting on June 1, participants in the CPA Plan can get coverage for their spouses. 
Details will be mailed to eligible CPA plan participants in April.
A more comprehensive description will be reported in the April issue of the 
Journal o f Accountancy.
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Washington Briefs Banks Concerned over IRS Ruling—A recent IRS advance revenue ruling (Rev.
Rule 87-19) may force banks to increase interest rates on up to $50 billion in debt 
financed through tax-exempt development bonds because of clauses in the bonds 
triggered by the 1987 corporate income tax rate cut. The ruling interprets waivers of 
the adjustment clauses as reissuance of debt. Also, the retroactive impact of the 
ruling, according to some industry spokesmen, may cause some previously issued 
industrial development bonds to lose their tax-exempt status.
Bill Would Cut ESOP Tax Incentives—Identical bills were introduced in both 
Houses of Congress that would curtail the employee stock ownership tax incentive 
included in TRA ’86 by cutting the cost of the original provision by close to $20 
billion. The bills were introduced by Senator Lloyd Bentsen (D-Tex.), S 591, and 
Congressmen Dan Rostenkowski (D-Ill.) and John Duncan (R-Tenn.), HR 1311. The 
proposed legislation, among other things, would limit the amount of estate taxes 
that may be reduced, ensure that securities are held up to five years before death 
and codify the IRS’ previously issued restrictive notice (87-13).
IRS Sets Hearing on Tax Exempt Lobbying—The IRS has set a hearing for May 11
regarding a proposed rule that will affect lobbying by certain tax-exempt 
organizations and which would set limits of permitted political activity for such 
organizations as charitable, educational, labor, social welfare, veterans groups and 
business leagues. The hearing is scheduled to start at 10 a.m. in the auditorium on 
the seventh floor of the IRS building. For further information, contact Paul 
Acceturra of the IRS at 202/566-3544.
Dingell Oversight Hearings Record Available—“SEC and Corporate Audits” (Parts 
1-6) are available from the House Energy and Commerce Committee’s Oversight and 
Investigations Subcommittee. These documents comprise the hearing record of the 
accounting oversight hearings conducted by Congressman John Dingell (D-Mich.) 
during the 99th Congress. Copies are available from the committee’s document 
clerk at 202/225-3030.
Broker/Dealer Regulations Proposed—Proposed regulations relating to record­
keeping, reporting, audit and capital requirements for brokers and dealers in gov­
ernment securities were published by the Treasury Department in the February 25 
issue of the Federal Register. They implement the Government Securities Act of 
1986 and largely adopt existing requirements under Sections 15 and 17 of the 
Securities Exchange Act of 1934. Therefore, compliance with those two sections, in 
general, will be deemed to be in compliance with the new Treasury proposal.
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Substantial efforts have been made by members of the AICPA tax division and 
senior AICPA staff members during the past few months in working with the 
Congress to modify the provision in TRA ’86 which will require certain 
partnerships, S corporations and personal service corporations to adopt a calendar 
year.
During numerous meetings, key Members of Congress and their staffs have 
been adamant in the position that any legislative proposal to continue the fiscal 
year be “revenue neutral,” that is, any solution must bring into the Treasury the 
same number of dollars as the taxable year conformity provision would raise.
The Institute has considered several ideas which allow the continuation of the 
fiscal year. Some have proven not to be revenue neutral, and some were overly 
complex or unworkable. According to Herbert Lerner, chairman of the AICPA tax 
division, “We are hopeful that a viable solution that is revenue neutral, and not so 
complex as to be politically undesirable, can be developed shortly.”
GASB Issues 
Statement on 
Advance Refundings
The Governmental Accounting Standards Board has issued its Statement no. 7, 
Advance Refundings Resuiting in Defeasance of Debt, which is effective for fiscal 
periods beginning after December 1 5 , 1986.
The statement provides guidance on accounting for advance refundings 
resulting in defeasance of debt recorded in the general long-term debt account 
group. The proceeds of the new debt should be reported as an “other financing 
source—proceeds of refunding bonds” in the fund receiving the proceeds, 
according to the statement. Payments to the escrow agent from resources provided 
by the new debt should be reported as an “other financing use—payment to 
refunded bond escrow agent.” Payments to the escrow agent made with other 
resources of the entity should be reported as debt service expenditures. Other 
guidance is included.
Copies and price information may be obtained from the GASB order 
department, High Ridge Park, P.O. Box 3821, Stamford, Connecticut 06905-0821. 
Telephone, 203/356-1990.
A research report by the Financial Accounting Standards Board discusses how 
security analysts use information provided by multinational companies under 
FASB Statement 52, Foreign Currency Translation. The study, based on interviews 
with analysts, shows that, when companies change their accounting to conform 
with SFAS 52, many analysts change their earnings forecasts more frequently to 
incorporate the new information provided by the accounting changes.
For information about ordering the research report, contact the FASB order 
department, 203/356-1990.
The board has tentatively agreed that a final statement on cash flow reporting 
should require interest paid to be classified as a cash outflow from financing 
activities and interest and dividends received as cash inflows from investing 
activities. This represents a change from the July 3 1 , 1986, FASB Exposure Draft, 
Statement of Cash Flows, which classified interest payments and interest and 
dividends received as operating cash flows.
FASB Issues 
Research Report; 
Decides on Interest
Five Members 
Expelled; Another 
Suspended
Four AICPA members were recently advised that their memberships have been 
terminated under the automatic provisions of the Institute’s bylaws:
□  Charles F. Church III of Lamoni, Iowa, on December 18, 1986, following receipt of 
notification that his CPA certificate has been revoked by the Iowa Board of 
Accountancy as a disciplinary measure.
□  David Milan Haught of Huntington, West Virginia, on January 21,  1987, following 
his conviction in a U.S. district court, on his plea of guilty to the charge of 
willful failure to collect or pay over tax.
□  Ronald O. Helstad of LaCrosse, Wisconsin, on December 16, 1986, following his 
plea of guilty in a U.S. district court to charges of violating the U.S. Code relating 
to bank entries, reports and transactions.
□  Michael Bruce Rivett of Gold River, California, on December 16, 1986, following 
revocation of his certificate and license to practice by the California Board of 
Accountancy for disciplinary reasons.
At a hearing panel of Regional Trial Board X in Elizabeth, New Jersey, on 
November 19, 1986, Robert J. Oshop of Ambridge, Pennsylvania, was found guilty of 
violating the Institute’s bylaws by failing to cooperate with the AICPA professional 
ethics committee in its investigation of a complaint against him and was expelled 
from membership in the AICPA.
At the same hearing panel, Wilbur Trap p  of Hackensack, New Jersey, was found 
guilty of violating the Auditing Standards Rule of the Code of Professional Ethics of 
the New Jersey Society of CPAs and the AICPA by failing to comply with the 
applicable generally accepted auditing standards promulgated by the AICPA. 
Following its guilty finding, the panel voted that he be suspended from 
membership in the New Jersey Society of CPAs and the AICPA until June 30 , 1987, 
during which time he must complete 16 hours of CPE courses and provide the 
panel with two examples of financial statements. If he does not meet these 
requirements by June 30, 1987, the panel voted that he be expelled from 
membership in the New Jersey Society of CPAs and the AICPA.
Messrs. Oshop and Trapp, who were not present at their respective hearings, but 
who were notified in writing of the decisions, did not request a review of their 
decisions which, therefore, became effective on December 19, 1986.
ASB Meeting 
Highlights
At its March meeting, the auditing standards board
□  Discussed an issues paper on Compliance Auditing and directed the task force to 
prepare a proposed standard for consideration at the next board meeting.
□  Discussed a proposed attestation standard, “Reporting on Examination of Pro 
Forma Financial Information.” The board concluded that the highest level of 
service which may be reported on for pro forma financial information is limited 
to the level of assurance given on the historical financial statements and directed 
the task force to include a review report as an alternative to the examination 
report in the proposed standard.
□  Discussed the defense industry initiatives and questionnaire on business ethics 
and conduct and agreed to consider issuance of an interpretation of the 
attestation standards to provide guidance for accountants reporting on the 
appropriateness of responses to the questionnaire.
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Special Supplement, the CPA Letter, March 30 , 1987
REPORT OF THE NOMINATIONS COMMITTEE
To: Members of the American Institute of Certified Public Accountants
Pursuant to Article VI, Section 6.1.6 and 3.3 of the bylaws, the following report of the Nominations Committee is submitted.
Donald J. Schneeman, Secretary 
March 16, 1987
The Nominations Committee hereby nominates the following Officers, Members of the Board of Directors, Members of 
Council-at-Large, elected members of Council and the National Review Board.
For Officers (to serve from the 1987 A nnual Meeting to the 1988 Annual Meeting or until their successors shall be elected):
Chairman of the Board: A. Marvin Strait, Colorado 
Vice Chairman of the Board: Robert L. May, New York
Vice Presidents: Lowell A. Baker, Ohio Leonard A. Dopkins, New York Doyle Z. Williams, California 
Treasurer: Gerald A. Polansky, District of Columbia 
For Members of the Board of Directors (three years):
John D. Abernathy III, New York Robert L. Bunting, Washington Robert L. Israeloff, New York 
Alan B. Levenson, District of Columbia (Public Member)
(Two years to fill a vacancy created by the expected resignation of Robert Mednick as  a  result of the nomination of Robert L. May, New York 
as Vice Chairman of the Board):
John P. Thomas, Florida
For Council Members-at-Large (three years):
Steven R. Berlin, Oklahoma Thomas Iino, California
Harold Q. Langenderfer, North Carolina J. Curt Mingle, Illinois
For Elected Members of Council (three years):
Alabama—Jimmy A. LaFay 
Arizona—Ron D. Pittman 
William L. Raby 
California—Stanley M. Carrothers 
William F. Easley 
Robert Satin 
Charles E. Schwyn 
Janice I. Vincent 
Colorado—Howard D. Lutz 
Connecticut—Frank C. Frago 
Florida—E. M. “Jim” Campbell, Jr.
Arthur J. Stites 
Georgia—J. Allen Poole 
Illinois—John R. Meinert
Carmen R. Milano 
Arthur H. Morrison 
Kenneth I. Solomon
Members of the National Review Board (three years]:
Bernard Barnett, New York Frederick G. Beyer, Arizona
Curtis L. Frazier, Texas
Indiana—James D. Winemiller 
Iowa—Larry F. Mosebach 
Kansas—Marvin W. Maydew 
Kentucky—Gary L. Stewart 
Louisiana—Jake L. Netterville 
Maryland—Joseph H. Novotny 
Massachusetts—Jere St. Angelo 
Michigan—Charles J. Beauvais, Jr. 
Minnesota—Thomas E. Walsh 
Missouri—Philip J. Scissors 
New Jersey—Clive B. Klatzkin
Eugene V. Malinowski 
New York—Bert N. Mitchell
Jerome A. Seidman
Donald J. Kirk, Connecticut 
Harvey D. Moskowitz, New York 
David B. Pearson, New York
North Carolina—Thomas Fee 
Ohio—Ralph D. Dickson 
Pennsylvania—Daniel J. Collins, Jr.
John L. Kreischer 
Rhode Island—Jack Fradin 
Tennessee—Thunan W. Brooks 
Texas—Arthur Greenspan 
Jimmie L. Mason 
Ronnie Rudd 
Virginia—Lee R. Morrison 
Washington—Vincent A. Gervais
John A. Favret, Ohio
The Committee will nominate the above Officers, Members of the Board of Directors, Members of Council-at-Large and the 
National Review Board Members at the Council Meeting on Friday, September 18, 1987 in New York, New York. No 
nominations from the floor will be recognized. However, independent nominations may be made by any twenty members of 
Council if filed with the Secretary by May 18, 1987, which is four months prior to the Annual Meeting of the Institute which 
is to be held in New York, New York, beginning September 19, 1987.
Pursuant to the bylaws, balloting for directly elected Council members by members in any state where vacancies shall arise 
will occur only if a contest for one or more seats develops as a result of submission of independent nominations to the 
Secretary by any twenty Institute members in the state at least four months prior to September 18, 1987. In the absence of 
any contest, all Council nominations will be declared elected by the Secretary and will assume office as members at the 
Council Meeting on September 18, 1987.
Respectfully submitted,
Nominations Committee 
Herman J. Lowe, Louisiana 
Chairman 
Patricia B. Bissell, Maryland 
William D. Devlin, California
David H. Dievler, New York 
Gerald W. Hepp, Michigan 
Thomas L. Holton, Florida 
Glenn Ingram, Jr., Illinois
John H. Kennedy, Pennsylvania 
James H. Naus, Indiana 
A. Tom Nelson, Utah 
Dominic Tarantino, New York
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IASC Issues 
Exposure Draft on 
Bank Disclosures
AICPA Gold 
MasterCard 
Available
Centennial Message 
on Your Postage 
Meter?
The International Accounting Standards Committee has issued an exposure draft, 
ED29, Disclosures in the Financial Statements of Banks, on which comments are 
due by September 30.
Proposed disclosures set forth in the exposure draft include maturity grouping, 
substantial geographical and customer concentrations, substantial currency 
exposures, uncollectible loans and advances, off balance sheet items and reserves 
for general banking risks. Specific proposals include
□  Uncollectible Loans and Advances—The exposure draft proposes that banks 
disclose the basis on which these loans and advances are written off or provided 
for; amounts charged or credited to income in the period and provision at the 
balance sheet date.
□  Contingencies and Commitments—In addition to disclosure of contingencies 
required by IAS 10, banks should disclose the nature and extent of commitments 
to extend credit that are irrevocable because the bank cannot withdraw them 
without incurring significant penalties or expense, and the amounts of 
commitment arising from off balance sheet items.
□  Reserves for General Banking Risks, Other Unforeseeable Risks and Con­
tingencies—Charges against income for these items should be made in 
accordance with IAS 10, and the related balance sheet amounts should be 
separately disclosed.
Copies of the exposure draft are available, upon written request to the AICPA 
order department. Please specify Product no. G00363.
A mailing soliciting membership participation in the AICPA Gold MasterCard 
program is being made in April. As a result of the initial solicitation several months 
ago, more than 15,000 members have signed up for this credit card.
The card, which bears the AICPA name and logo, carries no annual fee for the 
first year and the applicable interest rate is an annual percentage rate of 15.9 
percent. Travel benefits include $500,000 in free travel/accident insurance, up to 
$1,000 in lost luggage insurance, a 24-hour-a-day toll-free message center and an 
emergency cash/airline ticket service.
Also, if you rent a Hertz car with your AICPA MasterCard, the card issuer, the 
Bank of Virginia, has arranged for coverage for the first $3,000 of collision 
insurance at no extra charge. The AICPA agreement with Hertz provides that 
Institute members who rent from Hertz using the AICPA Hertz Identification 
No. 12353 receive collision coverage with a $3,000 deductible as identified in the 
rental agreement received at the counter. Therefore, by charging the rental with the 
MasterCard and using the Hertz ID numbers, members should be fully covered for 
collision insurance.
For information, contact Steve Gutmore at the AICPA, 212/575-3659.
An AICPA Centennial postage meter message with the wording “AICPA Centennial: 
1887-1987,” is available to members at produc­
tion cost, plus their postage. The cost of 
producing the postage “slug” ranges from $24 to 
$55, depending on the make of the postage 
machine. Members are encouraged to join the 
celebration by participating in this activity.
For further information, contact Jim Flynn at the AICPA, 212/575-3882.
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Three Conferences 
on Practice 
Management Set
World Congress 
Materials Available
NY Times 
Supplement to 
Feature CPAs
Postage Reminder 
to Letter Readers
The AICPA’s management of an accounting practice committee is presenting two 
two-and-one-half-day conferences of special interest to managing partners of local 
accounting firms.
Practice Management-West, July 20-22, The Fairmont Hotel, San Francisco. 
Among the topics to be discussed are Managing for Organizational Effectiveness, 
Leaders and the New Competitors, Partner Compensation, Funded Retirement 
Plans, Micro Auditing, Marketing and Buy-Sell Agreements.
Practice Management-East, November 4-6, The Capital Hilton, Washington,
D.C. Subjects include Professional Advertising, Positioning the Firm for an 
Upstream Merger, Problems of Rapid Growth, Turnover (Closing the Revolving 
Door), Recruiting and Executive Communication.
The recommended CPE credit is 23 hours for each conference.
Small Firm Conference—Two presentations of the same topics for this year’s 
National Small Firm Conference will be held: August 20-21 at the Hyatt Regency in 
Baltimore and at Bally’s Hotel in Las Vegas on October 22-23. It focuses on problems 
common to all small firms, especially those of sole practitioners and firms with two 
or three partners. Included among the discussion topics are How to Increase Your 
Bottom Line, Partner Communications, Computer Applications and Marketing. 
Registration is $300 and recommended CPE credit is 17 hours. For further infor­
mation on the above conference, contact Rob Gannon at the AICPA, 212/575-3826. 
Expanding Your Firm’s Profits—This conference, scheduled for June 11-12 at the 
Fairmont Hotel in Dallas, is specifically designed to help firms augment their 
marketing efforts. Emphasis will be on the critical issues involved in developing 
and implementing a marketing plan that complements a firm’s strategic plan. It will 
include general and concurrent sessions.
For more information, contact Nancy Myers at the AICPA, 212/575-6436.
Final registration materials are available for the XIII World Congress of Accountants 
to be held this year in Tokyo on October 11-15. It is cosponsored by the 
International Federation of Accountants and the Japanese Institute of CPAs. The 
theme is “The Role of the Accountant in a Computer Environment” and the 
congress will consist of technical programs, a business show, visits to Japanese 
high-technology facilities and a number of social activities. A variety of optional 
tours are also available to meeting participants.
For registration and discount travel arrangement information, contact Melisa 
Palacio at the AICPA, 212/575-3695.
As part of the AICPA’s 100th Annual Meeting in New York this September, the 
Institute is planning to produce a special supplement to be bound in the Business 
World Magazine of the New York Times, the first ever for the accounting profession. 
It will appear on Sunday, September 20 , 1987. With a national readership of 1.8 
million, and an additional complimentary mailing to Congress, White House staff 
and the Fortune 500 CEOs, the supplement should heighten awareness of the 
profession’s centennial and increase understanding of CPA services.
Advertising space in the supplement is available to all AICPA members. The 
cost for ad space ranges from $750 for a listing of a firm’s name and address to 
$34,810 for a full color page. For further information on advertising rates call 
Norman Oberlander of Oberlander & Miller Advertising at 516/423-4140.
AICPA members who wish to start receiving their copies of the Letter by first-class 
mail should send their checks for $5.30 to the Institute circulation department by 
April 15. This is a prorated amount of the $6.50 annual charge and will assure them 
of first-class delivery from May 1 , 1987, through February 29 , 1988. Otherwise, 
copies will continue to be sent at the lower second-class rate. Members who have 
previously elected this service have been billed for the current year.
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Washington Briefs Changes Proposed in ADC Accounting Policy—In a proposed rule issued by the 
Federal Home Loan Bank Board in the March 13 Federal Register on accounting 
policy relating to acquisition, development and construction loans, the board said, 
“in proposing this amendment to its statement of policy, the board is adhering to its 
policy that insured institutions are expected to apply the guidance of the 
accounting profession for determining whether a transaction characterized as an 
ADC loan is in fact a loan or whether, in substance, it is a real estate investment or 
a joint venture.” (See Notice to Practitioners—ADC Arrangements, February 10,
1986 Letter.)
Comments are due by May 12. For information, contact M. Christian Mitchell 
of the FHLBB at 202/778-2535.
IRS Issues Tax-Exempt Bond Reporting Requirements—Proposals to provide 
regulations implementing changes made by TRA ’86, which modified reporting 
rules and extended the filing of information reports to all tax-exempt bonds, were 
issued by the IRS in the March 11 Federal Register. For further information, contact 
Robert Beatson at the IRS, 202/566-3459.
Tax Account Information to Be Free—The IRS will no longer charge taxpayers for 
copies of tax account information (News Release IR-87-24). Printed copies of 
account information will be mailed free of charge, upon request by the taxpayer to 
the local IRS taxpayer service office. Requests for photocopies of tax returns should 
be on Form 4506 (just revised) with the $4.25 fee unchanged. The revised form is 
available from district offices.
Authority for Refinancing—The IRS is planning to issue a revenue ruling to 
provide legal authority for its position that taxpayers may not take current tax 
deductions for the full amount of points paid in connection with refinancing of a 
home mortgage.
Interest Rate for Tax Underpayments Remains Unchanged—In Rev. Rul. 87-23, the 
IRS announced that, for the calendar quarter beginning April 1, the interest rate for 
tax underpayments will remain at 9 percent. Overpayments stay at 8 percent. Rate 
used to determine the individual estimated tax penalty will also be 9 percent.
Corporate Estimated Tax Relief in Sight—Treasury officials have said that the IRS 
will soon provide relief to large corporations unable to calculate their first 
estimated tax payment for 1987 because of lack of IRS regulations implementing 
provisions of TRA ’86. Some form of safe harbor test allowing firms to base 
estimated installments on prior-year taxes is likely.
The CPA Letter
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  The CPA Letter
A I C P A  100 
A C E N TU R Y OF PROGRESS 
IN ACCOUNTING 
1887- 1987
Peer Review 
Ballot Results 
Announced
A Semimonthly News Report Published by the AICPA
Vol.  67 No. 7 April 13, 1987
The AICPA proposal to require membership in the SEC practice section of the 
division for CPA firms for firms with SEC clients received a 61 percent favorable 
vote in the membership ballot. Although the rigorous two-thirds bylaw requirement 
for passage was not achieved, over 130,000 members voted on the proposal. Philip 
B. Chenok, AICPA president said, “the result is a strong signal of our continuing 
commitment to quality enhancement programs.” Both the Institute’s board of 
directors and council had endorsed the proposal and had urged the membership to 
cast a favorable vote.
“In view of the strong majority favoring peer review for AICPA members 
auditing publicly held companies, the Institute will strongly support the thrust of a 
similar proposal recently issued for comment by the SEC,” said J. Michael Cook, 
chairman of the board of the AICPA.
“I would have preferred for our proposal to have been adopted first, but 
recognize that the SEC approach will, in substance, achieve the same objective,” 
Cook added.
“Our commitment to improving the quality of practice through peer review is 
strong,” Cook said. “There’s no doubt that peer review is here to stay. It is an 
essential element of the profession's commitment to safeguarding the public 
interest in the quality of work done by CPA firms,” he concluded.
The AICPA board of directors has voted to support the peer review concept 
contained in the SEC proposal subject to a detailed analysis of the program.
Firms that audit more than 85 percent of all publicly held companies continue 
to be subject to peer review requirements through the Institute’s voluntary program.
SEC Proposes 
Mandatory 
Peer Reviews
Under SEC rules proposed on April 3, set forth in SEC Release S7-13-87, CPAs audit­
ing the financial statements of publicly held firms would have to undergo a peer 
review at least once every three years as a condition for practicing before the SEC.
Under the proposed rules, peer reviews would have to be conducted in 
accordance with SEC standards and by “peer review organizations” (PRO) that also 
meet SEC criteria.
If a CPA firm does not want to join a PRO, it would have the option, under the 
SEC proposal, of having its peer review performed by another firm under the 
supervision of the SEC staff, which would evaluate the review.
The comment period will end 90 days after publication in the Federal Register 
scheduled for April 10.
For further information, contact either John Heyman or Robert Bums at the SEC 
(202/272-2130).
The accounting standards division has issued Statement of Position 87-1, 
Accounting for Asserted and Unasserted Medical Malpractice Claims of Health 
Care Providers and Related Issues.
This SOP has been prepared as a basis for reducing the existing diversity of 
practice, and as a guide on accounting for uninsured asserted and unasserted 
medical malpractice claims and related issues. The price is $3.75; $3.00 to 
members (Product no. 014747).
AcSEC Issues 
SOP on Medical 
Malpractice 
Claims
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AcSEC Meeting 
Highlights
At its March meeting in Denver, the accounting standards executive committee:
□  Approved changing a draft issues paper on “Accounting for Foreign Property and 
Liability Reinsurance” to a draft statement of position and exposing it for 
comment after negative clearance by AcSEC and review by the FASB.
□  Approved sending to the FASB for its consideration an issues paper “Accounting 
and Reporting for Fees and the Obligation to Provide Future Services and the 
Use of Facilities Under Continuing-Care Contracts,” subject to clearance by the 
chairman of AcSEC.
□  Approved a letter to be sent to the FASB concerning its positions on matters in 
the proposed Audit and Accounting Guide for  Common Interest Realty 
Associations.
□  Discussed the proposed audit and accounting guide, Audits of Government 
Contractors, which the chairman of AcSEC will clear for exposure once 
revisions have been made.
□  Approved for publication in the Letter a notice withdrawing the AcSEC issues 
paper, “Accounting for Estimated Credit Losses on Loan Portfolios,” and 
cautioning members about some conclusions that are not GAAP in the AcSEC 
issues paper, “Accounting for Options.” (See separate article.)
□  Approved for issuance comment letters on the FASB’s exposure drafts, 
Recognition of Depreciation by Not-for-Profit Organizations and Consolidation 
of All Majority-owned Subsidiaries, and on its proposed technical bulletin, 
Accounting for a Change in Method of Accounting for Certain Postemployment 
Benefits.
□  Approved for issuance a letter to the FASB on the potential change to the FASB's 
exposure draft, “Statement of Cash Flows,” that would allow only the direct 
method of presentation of cash flow from operations.
AcSEC Withdraws 
an Issues Paper; 
Cautions on 
Another
Because the Financial Accounting Standards Board has concluded that the 
advisory conclusions in the AcSEC issues paper contradict FASB Statement no. 5, 
Accounting for Contingencies, AcSEC has withdrawn the issues paper, “Accounting 
for Estimated Credit Losses on Loan Portfolios,” dated February 14 , 1986.
“The board agreed that the AICPA advisory conclusion contained in the issues 
paper that suggests that FASB Statement no. 5, Accounting for Contingencies, 
permits systematic recognition of losses over the expected lives of the loans in a 
portfolio is not consistent with Statement no. 5. Rather, Statement no. 5 requires 
recognition of credit losses when it is probable that an asset has been impaired and 
the amount can be reasonably estimated.” (Excerpt from the FASB’s Action Alert, 
October 2 2 , 1986.)
While, according to its March 4 ,  1987, Action Alert, the FASB has not 
examined the issues involved in AcSEC’s issues paper, Accounting for  Options,
“the board reaffirmed its decision to address the specific issues as part of its 
financial instruments and off-balance-sheet financing project” and “therefore takes 
no position on the advisory conclusions in the issues paper.” It noted that certain of 
the advisory conclusions conflict or are inconsistent with existing authoritative 
accounting pronouncements and that the existing authoritative accounting pro­
nouncements should be followed.
Existing authoritative pronouncements, which are identified in the issues 
paper, should be followed in areas in which they conflict with advisory 
conclusions in the issues paper.
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Report of 
Task Force 
on Audit 
Quality Issued
SBA Defers to 
GAAS Reporting
The report of the AICPA task force on the quality of audits of governmental units 
has been issued. It recognizes that an auditor who undertakes such engagements 
has the ultimate responsibility for conducting them in accordance with applicable 
professional standards, but points out that others also have related responsibilities.
The task force had a twofold charge: to determine the factors that adversely 
affect the quality of nonfederal auditors’ financial and compliance audits of 
governmental units and funds, and to recommend ways to correct these conditions; 
and to identify programs to improve government officials’ understanding of the 
factors necessary to obtain quality audits of governmental units and funds.
The result is 25 recommendations in five broad categories called the five “E’s.” 
They are summarized as follows:
1. Education—Training in governmental accounting and auditing should be 
mandatory for persons who perform governmental Audits and a statement on 
auditing standards (SAS) should be issued addressing auditing for compliance 
with laws and regulations. In addition, federal, state and local audit oversight 
organizations should take several steps to improve and standardize the quality of 
guidance.
2. Engagement—The process by which auditors are engaged must be improved to 
ensure that they have sufficient knowledge of what is expected and necessary 
before the engagement is undertaken. The federal government’s numerous rules 
on single audits should be consolidated into a single rule and all policies and 
requirements for all governmental audits should be established and monitored by 
an Office of Inspector General or state or local oversight organizations.
3. Evaluation—Feedback on how auditors are performing audits of governmental 
units will enable them to correct substandard performance and help the 
profession identify common problems. The program would seek a positive 
enforcement in each state and require a peer review program for auditors of 
governmental units.
4. Enforcement—The task force recommends the development of a simpler, more 
efficient, more effective, and less time-consuming process by which government 
personnel can refer alleged substandard audits to the profession’s disciplinary 
machinery. The AICPA, state societies and state board should report to the 
referring governmental or appropriate officials the status and disposition of such 
referrals.
5. Exchange Information—To achieve a needed continuing dialogue, membership 
in the National and Regional Intergovernmental Audit Forums and on the 
governing bodies and committees of government auditors’ and financial officers’ 
associations should be expanded to include CPAs in public practice. The AICPA’s 
governing bodies and committees should include individuals from the govern­
ment audit community.
Copies of the report are being widely disseminated to groups such as members 
of Congress and their staffs, AICPA council and committees and those who had 
requested the audit guide on state and local governments. Members who did not 
receive copies in the initial distribution may obtain a copy or additional copies, 
after May 1, from the AICPA order department (212/575-6426). Price is $5.00; $4.00 
to members. Product no. is 029282.
The final rule on “Accounting Standards and Financial Reporting Requirements for 
Small Business Investment Companies” issued by the Small Business Administra­
tion (Federal Register, August 28 , 1986) includes some report language that is 
inconsistent with recent auditing literature relating to supplementary information, 
and with the uncertainty in valuing certain securities. The SBA staff has advised 
the AICPA’s Washington office that independent auditors should submit the form of 
the auditor’s report that is consistent with current auditing literature in regard to 
these two areas. Future revisions to the rule will reflect the appropriate language.
For further information, contact Thomas C. Bresnan at the SBA (202/653-6389).
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Recent AICPA 
Publications
Two AICPA 
Members Expelled
SEC Conference 
Scheduled
Two new Small Business Consulting Practice Aids have been developed by an MAS 
subcommittee. Personal Financial Planning: The Team  Approach (no. 7) provides 
practitioners with a planning process, procedures, illustrative data, forms and a 
sample client report to help develop a plan for small business owner-managers and 
their families. Price is $12.50; $10.00 to members (Product no. 055304).
Valuation of a Closely Held Business (no. 8) provides an overview of valuation 
for closely held businesses, includes information to identify client valuation needs, 
offers several methods for valuation and illustrates their application. Price is $7.50; 
$6.00 to members (Product no. 055319).
Three disclosure checklists have just been published as nonauthoritative practice 
aids. Disclosure Checklists for Savings & Loan Associations includes not only 
checklist questionnaires for auditors’ reports, financial statements and notes, but 
provides a supplemental disclosure checklist for S&Ls that are SEC registrants.
Price is $8.50; $6.80 to members (Product no. 007616).
Two supplements have been prepared for use in conjunction with Disclosure 
Checklists for  Corporations. They are Disclosure Checklist Supplement for Oil and 
Gas Producing Companies, which is priced at $5.00; $4.00 to members (Product no. 
007940), and Disclosure Checklist Supplement for  Construction Contractors, price 
$5.00; $4.00 to members (Product no. 007955).
Illustrations of Accounting for the Inability to Fully Recover the Carrying Amounts 
of Long-Lived Assets is a new financial report survey of an issues paper prepared by 
the task force on impairment of value of the AICPA accounting standards division.
It excerpts 42 recently published financial statements that show how companies 
and their independent CPAs have actually been dealing with this problem. The 
survey includes the text of the issues paper and discusses its provisions. The price 
is $12.00; $9.60 to members (Product no. 037931).
All of the above publications may be obtained from the AICPA order department 
(212/575-6426).
Under the AICPA bylaws, membership in the Institute shall be terminated without 
a hearing should there be filed with the secretary of the Institute a final judgment of 
conviction imposed upon any member for a crime punishable by imprisonment for 
more than one year.
□  On February 9 ,  1987, the membership of Irvin Welch of Lubbock, Texas, was 
terminated following his conviction in a U.S. district court of conspiracy in 
failing to report substantial business receipts and of willingly aiding and 
advising in the preparation of false tax returns.
□  On February 9 ,  1987, the membership of Richard M. Jackson of Willimantic, 
Connecticut, which had been suspended on July 2 4 , 1986, was terminated 
following receipt of evidence that his judgment of conviction of aiding and 
assisting in the preparation of fraudulent tax returns had become final following 
unsuccessful appeal. (See the September 2 9 , 1986, Letter.)
The Sixth Annual SEC and Financial Reporting Conference, sponsored by the USC 
School of Accounting, will be at the Bonaventure Hotel in Los Angeles on May 14.
Its purpose is to provide interaction between business and accounting 
executives and policy setters from the SEC and the private sector. Key speakers are 
SEC Commissioner Edward H. Fleischman and FASB Chairman Dennis R. 
Beresford. Panelists include AcSEC Chairman Walter P. Schuetze, ASB Chairman 
Jerry D. Sullivan and James C. Treadway, Jr., chairman, National Commission on 
Fraudulent Financial Reporting. Registration is $260. For information, contact Jerry 
L. Arnold, School of Accounting, University of Southern California, Los Angeles, 
CA 90089 (212/743-8789).
As part of its response to the liability climate, the AICPA’s special committee on 
accountants’ legal liability has prepared a paper on alternative dispute resolution, a 
process for resolving disputes without resorting to litigation in the civil courts.
In reaction to dissatisfaction with costs and delays in civil litigation, the 
alternative dispute resolution (ADR) offers flexible approaches, such as arbitration 
and mediation, in resolving commercial disputes by transforming the confronta­
tional posturing into one of cooperation to reach a mutually satisfactory solution.
For the accounting profession, the use of ADR techniques, in most cases, will 
be applicable to disputes with clients, rather than third parties.
One approach would be for the accountant and client to agree to resolve any 
future disputes by ADR procedures. It is also possible to suggest the use of ADR 
procedures after a dispute has arisen. Although harder to invoke when a client is 
not involved, the possibility of applying ADR procedures between accountants and 
third parties should not be ignored because they could result in prompt, less costly, 
and frequently better informed resolutions.
For copies of the paper, write to the AICPA’s state society relations division.
Don’t Forget MOM The “Management of Manager (MOM) Rinds,” offered to all AICPA Retirement Plan 
members last November have been in operation for the Plan since January 2. The 
rates of return for the quarter for the three MOM funds (dividends reinvested and 
management fees included) from January 2 through March 31 are as follows:
□  The Diversified Equity Fund: 12.3 percent;
□  The Special Equity Fund: 13.3 percent;
□  The Intermediate Bond Fund: -  .3 percent.
MONY’s 1986 annual reports on the other investment accounts offered to 
AICPA Retirement Plan members will be mailed to participating firms soon.
In the meantime, annual statements on the Retirement Plan have been sent to 
all firms. If your firm is enrolled in the Plan and it has yet to receive the statements, 
call MONY Financial Services, toll free, at 800/223-0875.
Included with the annual statements were transfer request forms. For 
additional copies or for further information on the AICPA Retirement Plan, call the 
above number.
NOTICE OF AICPA PUBLIC MEETINGS
Accounting Standards—The accounting standards executive committee will hold an open meeting at the 
Wyndham-Bristol Hotel in Washington, D.C., on May 6-8 starting at 8:30 a.m. The agenda will include the following:
□  Risks and Uncertainties (continue discussion of draft report).
□  FASB Exposure Draft, “Accounting and Reporting by Insurance Enterprises for Certain Long-Duration Insurance 
Contracts and for Realized Gains and Losses from the Sale of Investments” (consider comment letter).
□  Finance Companies Guide (consider for final issuance).
□  Insurance Companies Committee’s Comment Letter on the Health Maintenance Organizations Task Force’s 
Exposure Draft of a proposed SOP on Accounting by Prepaid Health Care Plans (consider comment letter).
□  Practice Bulletin on Prepayments into FSLIC Secondary Reserves (consider practice bulletin).
□  Auditing Standards Board Exposure drafts “Auditor’s Responsibility to Detect Fraud and Report Errors and 
Irregularities”; “The Auditor’s Standard Report”; and “Examination of Management’s Discussion and Analysis” 
(consider comment letters).
□  Discounting Applications Issues Paper (continue discussion).
Auditing Standards—An open meeting of the auditing standards board will be held on April 28-29 in Longboat Key, 
Florida, at the Colony Beach Hotel, starting at 9:00 a.m.
Tuesday, April 28
□  Pro Forma Financial Information (consider revised preliminary draft)—a.m.
□  Compliance Auditing (consider draft of proposed issues paper)—p.m.
Wednesday, April 29
□  Revision of SAS no. 27 (consider draft SAS for exposure)—a.m.
□  Inquiries of Financial Institutions (preliminary discussion of subject)—a.m.
□  Codes of Conduct (consider proposed interpretation for publication)—p.m.
Changes from these notices will be reported by the meetings telephone information service.
The number is 212/575-5694.
ADR, an 
Alternative 
to the Courts
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Washington Briefs GAO Publishes Booklet on Automation—“Critical Factors in Developing Auto­
mated Accounting and Financial Management Systems” has been issued by the 
General Accounting Office. According to the agency, the booklet “describes in 
plain English some critical aspects of accounting and financial management 
systems development in order to inform the Congress and others with a stake in 
improving government management.” Requests for copies of the booklet should be 
made to the GAO at 202/275-6241.
Status of Dual-Resident Companies Clarified—In an advance revenue ruling (Rev. 
Rul. 87-27), the IRS has clarified the status of so called dual-resident companies 
that, through reorganizations, change their domicile to a foreign country. It holds 
that the losses of these corporations can be taken in a foreign country if a 
complicated series of transactions result in the reorganization in the foreign 
country. No adverse U.S. tax consequences will take place as a result.
Changes in Elections on Possessions Tax Credit to Be Allowed—In a notice 
published in Internal Revenue Bulletin no. 1987-12, the IRS has stated that “a 
possessions corporation, without seeking consent of the IRS Commissioner, may 
change its election under Code Section 936(h) from the cost-sharing method to the 
profit-split method, or from the cost-sharing method to the method permitted under 
Section 936(h)(1) through (h)(4).” The change will apply for the tax year beginning 
after December 31, 1986, and for all subsequent years.
Safe Harbor for Estimated Tax Payments—The IRS, in temporary regulations (T.D. 
8132), has offered a safe harbor providing relief from tax underpayment penalties 
for corporations making estimated tax payments. Penalties will not be imposed for 
payments due before July 1 on companies complying with the safe harbor 
provisions. Firms electing the safe harbor need not take into account the alternative 
minimum tax or the environmental tax, imposed under Internal Revenue Code 
Section 59A, for purposes of these calculations.
GAO Proposes Revisions to “Yellow Book”—Proposed revisions to the Standards 
for Audit of Governmental Organizations, Programs, Activities and Functions 
(Yellow Book) have been exposed with a comment due date of June 30. They 
include references to the Single Audit Act of 1984 and guidance on procuring audit 
services. The proposals expand CPE and training requirements; clarify the auditor’s 
responsibility for detecting and reporting on fraud, abuse and illegal acts; and 
require an internal quality control system and participation in an external quality 
control review program.
_________________________ For information or copies, contact W.A. Broadus at the GAO, 202/275-9425.
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At its meeting on April 10-11, the AICPA board of directors
□  Agreed to ask council at its May meeting to authorize a ballot implementing the 
recommendations contained in the Anderson Committee Report relating to a 
revised Code of Ethics, a required quality assurance program for members in 
public practice, mandatory CPE for all members and a membership requirement 
for postbaccalaureate education after the year 2000;
□  Authorized the professional advertising special committee to receive proposals 
from agencies for a national advertising campaign to enhance the image of CPAs 
based on the results of the Lou Hams Public Opinion Survey;
□  Received reports from the future issues and strategic planning committees and 
an interim report from the upward mobility of women in accounting special 
committee;
□  Approved a plan to make the Washington office operations and communications 
more effective and timely;
□  Heard from James Treadway, Jr., chairman of the National Commission on 
Fraudulent Financial Reporting, on the status of the Commission’s study. He 
indicated that an exposure draft of the report would be issued at the end of the 
month.
Council Members Continuing the practice adopted several years ago, the AICPA chairman, vice 
Meet Regionally chairman and president met with council members in a series of six regional
meetings to discuss a number of professional issues and to respond to questions 
more easily elicited in a small group environment.
The vast majority of council members participated in these sessions ranging in 
size from 28 to 38 members. The major portion of the meetings was devoted to 
discussion of the various elements in the Plan to Implement the Recommendations 
of the Special Committee on Standards of Professional Conduct (Anderson Report).
In general, the council members showed strong support for the elements in the 
plan relating to a restructured code of professional ethics, a quality review program 
for members in public practice, a reorganized trial board, and the proposal that 
applicants for membership after the year 2000 would have to have completed a 
baccalaureate program plus 30 additional hours of college-level courses.
Although the proposal for a continuing professional education requirement for 
all members elicited the greatest number of comments, the council members were 
virtually unanimous in favor of CPE for members in public practice and a strong 
majority favored CPE requirements for nonpracticing members.
All AICPA members and subscribers to the Journal o f Accountancy will receive the 
special 400-page Centennial edition (May).
In addition, a special hardcover version is being offered to those who wish a 
permanent keepsake of the Centennial or wish to send copies to student education 
or community libraries. An order form for the deluxe edition is included in the 
May issue at $12 each for members, with quantity discounts available. The product 
no. is 401401.
Collectors’ Version 
of Centennial 
Journal Available
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Under the AICPA bylaws, membership in the Institute shall be terminated without 
a hearing should there be filed with the secretary of the Institute a final judgment of 
conviction imposed on any member for a crime punishable by imprisonment for 
more than one year.
□  The membership of Thomas A. Brigham of Bismarck, North Dakota, was 
terminated on February 25, 1987, following his final conviction in a U.S. district 
court of embezzlement by a bankruptcy trustee.
□  The membership of Lawrence J. Figur of Concord, California, was terminated on 
February 2 7 , 1987, following his conviction in a U.S. district court on his plea of 
guilty of conspiracy to defraud the United States and evasion of income taxes.
□  The membership of Robert E. Richter of Woodbridge, New Jersey, was terminated 
on March 3 ,  1987, following his conviction in a U.S. district court on his plea of 
guilty to wire fraud.
The AICPA bylaws also provide that membership in the Institute shall be 
suspended without a hearing should a member’s certificate as a certified public 
accountant be suspended as a disciplinary measure by any governmental agency.
□  The membership of Gary Lee Jackson of San Francisco, California, was 
suspended for six months from July 3 1 , 1986, to January 3 1 , 1987, coincident 
with the suspension of his CPA certificate as a disciplinary measure for a similar 
period by the California State Board of Accountancy.
□  The membership of Joseph J. Wallace, Jr., of Los Altos, California, was suspended 
on February 13, 1987, for a period of 45 days, following the suspension of his 
CPA certificate as a disciplinary measure for the same period by the California 
State Board of Accountancy.
At its March meeting in Sydney, Australia, the International Accounting Standards
Committee took the following actions:
□  Approved an exposure draft of a proposed statement, Consolidated Financial 
Statements and Accounting for Investments in Subsidiaries, as an amendment to 
IAS 3, Consolidated Financial Statements, for September 1 release.
□  Rejected a proposal to make compliance with IAS 15, Information Reflecting the 
Effects of Changing Prices, voluntary but established a special committee to 
develop a proposal that would exempt companies in countries with relatively 
low inflation.
□  Agreed on the scope and format of a preliminary draft of a Framework for 
Financial Statements and instructed the committee to prepare a draft for the 
board’s consideration.
□  Established a working party to review IAS 12, Accounting for Taxes on Income.
A final statement by the FASB on phase-in plans is scheduled for release within the
next two months. In the meantime, the board is expected to decide:
□  Whether the final statement should apply the all-or-nothing approach;
□  Whether plans that fail to meet the specified criteria would merely result in 
noncapitalization of deferrals, or would be reported as equivalent to 
disallowances;
□  Whether or how to preclude capitalization of amounts deferred under phase-in 
plans after some future date; and
□  The effective date and transition for a final statement.
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Three Members 
Expelled; Two 
Others Suspended
Highlights of IASC 
Meeting
FASB Expected to 
Issue Standard on 
Regulated Industries 
Soon
Come join us in New York City, September 19-23, 1987 to 
September 19-23, 1987 
New York, New York
help celebrate the 100th Anniversary of the AICPA. To 
mark the close of one century of service—and the start of 
another—we have planned an exciting, informative and fes­
tive four days in the Big Apple.
From the gala opening at Lincoln Center, to our last event 
the “Countdown to the Next 100 Years” this 100th Annual 
Members Meeting promises a lively, fun-filled atmosphere, 
 with all the best that New York has to offer for you, your 
spouse or your guest. 
FEATURED SPEAKERS
J. Michael Cook, CPA
1986-87 Chairman of the AICPA Board
A. Marvin Strait, CPA
1987-88 Chairman of the AICPA Board
William S. Kanaga, CPA
Chairman, Centennial Steering Committee
Sunday, September 2 0 , 1987 
1:00 p.m.-2:30 p.m.
11. Government Issues Update
2:45 p.m.-5:00 p.m.
12. New Developments in Government Auditing
Monday, September 21 , 1987 
2:45 p.m.-5:15 p.m.
13. The Role of Education in Developing the 
Future Professional
14. Efforts to Improve Audit Quality and Achieve 
Professional Excellence
15. Tax Administration for the Future
16. Productivity and Performance Measurement in 
Government Reporting
17. Update on Microcomputers
18. Strategic Planning in Industry
19. Risk Management for Financial Managers in 
Industry
20. How to Get Results With People
21. Current Tax Developments I
22. Starting and Managing an MAS Practice
23. How to Stay Competitive in the Fast Moving 
World of Personal Financial Planning
24. International Matters 
3:00 p.m.-5:00 p.m.
25. American Stock Exchange
Tuesday, September 2 2 , 1987 
10:15 a.m.-12:15 p.m.
26. Implementing the Single Audit Act
27. U.S. Competitiveness in the World Economy
28. Knowledge-based Expert Systems in 
Accounting and Finance
29. Effective Delegation
30. Strategic Planning in Industry 
(Repeat of Session 18)
The Honorable Edward I. Koch 
Mayor of New York City
Art Buchwald
Author, Humorist and Syndicated Columnist 
Jeane J. Kirkpatrick
Former United States Ambassador to the United Nations
CONCURRENT CONFERENCES
2:30 p.m.-5:00 p.m.
31. The Changing Future of the Accounting 
Profession
32. Technical Update for the Government Auditor
33. Knowledge-based Expert Systems in 
Accounting and Finance (Repeat of Session 28)
34. The Cash Management Audit: What to Look For
35. Implementing the 1986 Tax Act for Corporate 
Planning Purposes
36. FASB Update
37. Current Tax Developments II
38. What’s Past is Prologue
39. CPA Services for Health Care Providers 
3:00 p.m.-5:00 p.m.
40. The New York Stock Exchange
Wednesday, September 2 3 , 1987 
1:30 p.m.-4:00 p.m. (Optional)
41. FASB Update (Repeat of Session 36)
42. The Cash Management Audit: What to Look For 
(Repeat of Session 34)
43. Implementing the 1986 Tax Act for Corporate 
Planning Purposes (Repeat of Session 35)
OBJECTIVES OF THE MEETING
(1) To provide an opportunity for the promotion of profes­
sional unity and understanding among AICPA members.
(2) To provide a forum for discussion of issues of concern to 
the profession.
Level of Knowledge: Overview 
Prerequisite: None
Recommended CPE Credit: 11-16 hours, based on a full 
member package, pending selection of keynote and ple­
nary session speakers. Additional credit is given for the 
optional government and industry sessions.
Method of Presentation: Lectures, panel discussions and 
question and answer sessions.
THE AICPA 
CENTENNIAL 
MEMBERS MEETING 
AND EXPOSITION
THE AICPA CENTENNIAL MEMBERS MEETING AND EXPOSITION
PRE-CENTENNIAL MEMBERS
MEETING CONFERENCE
Build Your Personal Financial Planning Skills 
Register Now to Enhance Your Technical Competence 
1987 AICPA PFP Division’s 
NATIONAL TECHNICAL SYMPOSIUM
September 17-18, 1987—New York Marriott Marquis
Clients demand expanded financial planning services from objective, 
independent proven professionals. If you are not involved in personal 
financial planning or are thinking about becoming involved in this 
emerging practice area, this conference will provide you with the latest, 
most up-to-date information you need to serve your clients well. There 
will be separate sessions at the intermediate and advanced skill levels. 
Mark your calendar and register today for this special educational 
event.
The Personal Financial Planning (PFP) Division of the AICPA will hold 
this annual seminar as its first members meeting on September 17-18, 
1987 at the Marriott Marquis Hotel. The program will provide practition­
ers with techniques and procedures that will improve the efficiency and 
quality of their personal financial planning practice.
Registration Fee: PFP Division Member $225.00 
Other AICPA Members: $375.00 
Non-AICPA Members: $450.00
For additional information and a registration form, call or write:
AICPA Meeting & Travel Services Division 
1211 Avenue of the Americas 
New York, NY 10036-8775 
Telephone: (212) 575-6451
Monday, September 21 11:00 am-5:00 pm 
Tuesday, September 22 10:00 am-4:00 pm 
Wednesday, September 23 8:00 am-12:00 noon
Join thousands of your colleagues at Accountants World, the 
comprehensive exposition designed with the needs of you and 
your clients in mind. This annual exposition is our largest to date 
and will provide you with the opportunity to view and compare a 
full range of accounting oriented products, that can assist you in 
streamlining, updating and renewing your office structures and 
systems.
Accountants World is open to all qualified accounting person­
nel; your Members Meeting badge will admit you. Admission for 
anyone not attending the Members Meeting will be $5.00 at the 
door.
All Accountants World participants will be eligible to win spe­
cial prizes!
HOTEL INFORMATION Two of New York’s premier
hotels will share in housing attendees of the Centennial Members 
Meeting & Exposition: The New York Hilton and The Waldorf Astoria. 
Upon receipt of your Centennial Meeting registration form, a brochure 
containing a hotel reservation card will be sent to you.
SOCIAL PROGRAM
Sunday; September 20, 1987
Optional Events
Centennial Fun Run and 10K Run Managed by 
New York Road Runners Club, Inc.
9:00 a.m.
9:30 a.m.
8:00 p.m.- 
100:00 p.m.
One Mile Fitness Run-Walk 
10K Run
Boston Pops Concert at Avery Fisher Hall
Social Program
6:00 p.m.- Opening Reception at Lincoln Center 
8:00 p.m.
Monday, September 21, 1987
9:30 p.m.- “A Century of Entertainment” at Radio City Music Hall 
11:00 p.m.
Tuesday, September 22, 1987
7:00 a.m.- Prayer Breakfast 
8:30 a.m.
9:30 p.m.- 
1:00 a.m.
“Countdown to the Next 100 Years”—Dessert and 
Dancing
Optional Tours
Saturday, September 19, 1987
8:45 a.m.- 
1:00 p.m.
9:00 a.m.- 
12:15 p.m.
Circle Line Cruise
Slices of the Big Apple: New York Highlights
Sunday, September 20, 1987
8:30 a.m.- 
4:30 p.m.
8:30 a.m.- 
4:30 p.m.
9:00 a.m.- 
12:15 p.m.
9:00 a.m.- 
3:30 p.m.
9:00 a.m.- 
3:00 p.m.
10:00 a.m.- 
1:00 p.m.
11:00 a.m.- 
2:30 p.m.
11:00 a.m.- 
4:30 p.m.
1:00 p.m.- 
5:00 p.m.
Hudson Valley Cruise and West Point Tour/Lunch 
Hyde Park and Vanderbilt Mansions Tour/Lunch 
Slices of the Big Apple: New York Highlights 
Statue of Liberty and South Street Seaport Tour
The New York Botanical Gardens and Bronx Zoo
The Cloisters and Museum Mile
Spirit of New York Brunch Cruise
Sunday Brunch and “La Boh&me” at Lincoln Center
Greenwich Village and SoHo Tour
 
Spouse Tours
Monday, September 21, 1987
9:00 a.m.- 
12:15 p.m.
9:00 a.m.- 
12:15 p.m.
9:00 a.m.- 
12:15 p.m.
9:15 a.m.- 
12:15 p.m.
9:15 a.m.- 
12:15 p.m.
9:30 a.m.- 
12:15 p.m.
9:30 a.m.- 
12:15 p.m.
9:30 a.m.- 
3:00 p.m.
Slices of the Big Apple: New York Highlights (Spouse 
Tour No. 44)
House and Garden Tour (Spouse Tour No. 45)
Macy’s Breakfast and Author Program (Spouse Tour 
No. 46)
Breakfast with a Critic—Backstage on Broadway 
(Spouse Tour No. 47)
Statue of Liberty (Spouse Tour No. 48)
New Spirit in Interior Design (Spouse Tour No. 49)
Lincoln Center Meet the Artist Program (Spouse Tour 
No. 50)
Wall Street and Stock Exchange Tour with Lunch at 
Windows on the World (Spouse Tour No. 51)
Note: This tour does not include Joint Luncheon
Tuesday, September 22, 1987
9:00 a.m.- 
12:15 p.m.
9:00 a.m.-
12:15 p.m.
9:00 a.m.- 
12:15 p.m.
9:00 a.m.- 
12:00 noon
9:15 a.m.- 
12:15 p.m.
9:15 a.m.- 
12:15 p.m.
9:30 a.m.- 
12:15 p.m.
9:30 a.m.- 
12:15 p.m.
9:30 a.m.- 
3:00 p.m.
Slices of the Big Apple: New York Highlights (Spouse 
Tour No. 52)
House and Garden Tour (Spouse Tour No. 53)
Macy’s Breakfast and Culinary Program (Spouse Tour 
No. 54)
Wall Street, Stock Exchange and Lower Manhattan Tour 
(Spouse Tour No. 55)
Statue of Liberty (Spouse Tour No. 56)
Breakfast with a Critic—Backstage on Broadway 
(Spouse Tour No. 57)
Lincoln Center Meet the Artist Program (Spouse Tour 
No. 58)
Adventure in Art and Antiques—Sotheby’s and The 
Frick Collection (Spouse Tour No. 59)
Wall Street and Stock Exchange Tour with Lunch at 
Windows on the World (Spouse Tour No. 60)
Note: This tour does not include Spouse Luncheon 
Program.
Spouse Luncheon Program 
Tuesday, September 22, 1987
Luncheon and Fashion Show, Featuring American12:30 p.m.- 
2:30 p.m. Designers.
EXCLUSIVE AIRLINE DISCOUNT OFFERED ONLY FOR THIS MEETING
AA
AmericanAirlines
5% OFF THE LOWEST AVAILABLE 
FARE ON AMERICAN*
OR
40% OFF COACH
5% OFF LOWEST AVAILABLE 
FARE ON PIEDMONT
OR
40% OFF COACH
* SPECIAL INCENTIVE: 2 FREE HEADSET/DRINK COUPONS
TO BE DISTRIBUTED AT MEETING REGISTRATION 
IF YOU CALL
CALL AMERICAN AIRLINES 1-800-433-1790 
REFER TO STAR RLE NUMBER:
S 9339 CALL INDIVIDUALLY OR THROUGH YOUR TRAVEL AGENT
* FARES ONLY AVAILABLE BY CALLING 800 NUMBER
The Up-And-Coming Airline
CALL PIEDMONT AIRLINES 
1-800-334-8644/N.C 1-800-251-5720 X2224
TELL THEM YOU’RE ATTENDING THE AICPA 
CENTENNIAL MEMBERS MEETING AND EXPOSITION
REGISTRATION INFORMATION
Your registration will be confirmed by letter upon receipt of your registration 
form and payment. You will also receive various information concerning New 
York restaurants, points of interest and the purchase of theater tickets. 
Cancellation Policy
Full refunds will be issued on written cancellation requests received by August 
28, 1987. Written cancellations received after August 28th, but by September 
11th, will be issued refunds less a $25.00 administrative fee. Due to financial 
obligations incurred by the AICPA, no refunds will be issued on cancellations 
received after September 11, 1987.
The American Institute of Certified Public Accountants is incorporated and, 
accordingly, no federal I.D. number will be required for services rendered. For 
your information, however, our I.D. number is 13-0432265.
For further information, write or call:
Meetings and Travel Services Division 
American Institute of Certified Public Accountants 
1211 Avenue of the Americas 
New York, NY 10036-8775, (212) 575-6451
DAILY PACKAGES—  
SPOUSE/GUEST
MONDAY—Spouse/Guest @ $75.00 includes:
Choice of Monday Tour with Luncheon.
TUESDAY—Spouse/Guest @ $100.00 includes:
Choice of Tuesday Tour with Luncheon.
Additional Partial Fees: The Opening Reception, “A Century of 
Entertainment,” and “Countdown to the Next 100 Years,” tickets will be 
sold individually to partial registrants or those registrants purchasing 
daily packages.
Optional Events: Saturday Tours, Sunday Tours, Prayer Breakfast, 
and the Special Performance of the Boston Pops Orchestra are op­
tional and are priced in addition to full, partial and daily package 
registration fees.
Cancellation Policy
Full refunds will be issued on written cancellation requests received by 
August 28, 1987. Written cancellation requests received after August 
28th but by September 11, 1987 will be issued refunds less a $25.00 
administrative fee. Due to financial obligations incurred by the AICPA, 
no refunds will be issued on cancellations received after September 11, 
1987.
DESCRIPTIONS OF REGISTRATION 
PACKAGES AND OTHER FEES
Full Member/Professional Guest @ $350.00 includes:
Members’ Meeting, Opening Reception, Opening Session, Plenary 
Sessions, Concurrent Conferences, Joint Luncheon, Members’ 
Luncheon, “A Century of Entertainment,” “Countdown to the Next 100 
Years” and Accountants World.
Full Spouse/Guest @ $250.00 includes:
Opening Reception, Monday Tour, Joint Luncheon, Tuesday Tour with 
Luncheon Program, “A Century of Entertainment,” “Countdown to the 
Next 100 Years,” Spouse Favor and Accountants World.
Partial Member/Professional Guest @ $250.00 includes:
Members’ Meeting, Opening Session, Plenary Sessions, Concurrent 
Conferences, Joint Luncheon, Members’ Luncheon and Accountants 
World.
Partial Spouse/Guest @ $160.00 includes:
Monday Tour, Joint Luncheon, Tuesday Tour with Luncheon Program, 
Spouse Favor and Accountants World.
DAILY PACKAGES—  
MEMBER/PROFESSIONAL GUEST
MONDAY—Member/Professional Guest @ $125.00 includes:
Opening Session, Accountants World, Joint Luncheon and Concurrent 
Conferences.
TUESDAY—Member/Professional Guest @ $125.00 includes:
Plenary Session A, Accountants World, Members’ Luncheon and Con­
current Conferences.
WEDNESDAY—Member/Professional Guest @ $50.00 includes:
Accountants World with Continental Breakfast, Plenary Sessions B 
and C.
SPECIAL INDUSTRY LUNCHEON/SESSIONS 
WEDNESDAY—Member/Professional Guest @ $75.00 includes:
Accountants World, Industry Luncheon and Concurrent Conferences.
ADVANCE REGISTRATION FORM
AICPA Centennial Members Meeting & Exposition September 19-23, 1987 New York, New York
EARLY REGISTRATION BONUS!
Register early and receive a free audio tape, “TRA ’86 Tax 
Update”To qualify, your registration form and payment must 
be received by July 15, 1987.
Send registration form and payment (check payable to AICPA) to:
AICPA Meetings/Registrations 
P.O. Box 1008, New York, NY 10108-1008
Type or print carefully. Use photocopies of this form for additional registrants.
Check where applicable: □  AICPA Member □  Council Member
□  First Annual Members Meeting
AICPA Use
Registrant Last Name First Ml Nickname for Badge
Firm/Affiliation
P.O. Box Suite
City State Zip
Home Address
City State Zip
$ ( )
Total Amount Enclosed Telephone 
Spouse/Guest Information
Last Name First Ml Nickname for Badge
Street Address
First Ml Nickname for Badge
REGISTRATION FEES
Please refer to the schedule of sessions, tours and other events before making 
your selections.
Registration Packages
□  Full Member/Professional Guest__ @ $350.00
□  Full Spouse/Guest__ @ $250.00
□  Partial Member/Professional Guest__ @ $250.00
□  Partial Spouse/Guest__ @ $160.00
□  Monday—Member/Professional Guest__ @ $125.00
□  Tuesday—Member/Professional Guest__ @ $125.00 $.
□  Wednesday—Member/Professional Guest__ @ $50.00 $.
□  Special Member Industry Session__ @ $75.00 $.
□  Monday—Spouse/Guest__ @ $75.00 $.
□  Tuesday—Spouse/Guest__ @ $100.00 $
ADDITIONAL FEES FOR PARTIAL AND DAILY REGISTRANTS
□  Opening Reception__ @ $70.00 $__
□  Radio City “A Century of Entertainment”__ @ $45.00 $__
□  “Countdown For Next 100 Years”
Dessert and Dancing__ @ $45.00 $__
OPTIONAL EVENTS (not included in full, partial or daily fees)
EVENTS
□  Sunday “Boston Pops” Concert__ @ $30.00
□  Tuesday Prayer Breakfast__ @ $20.00
SATURDAY TOURS
□  Slices of the Big Apple__ @ $20.00
□  Circle Line Cruise__ @ $20.00
SUNDAY TOURS
□  Hudson Valley Cruise & West Point (Lunch)__ @ $50.00 $.
□  Hyde Park & Vanderbilt Mansions (Lunch)__ @ $45.00
□  Slices of the Big Apple__ @ $20.00
□  Statue of Liberty & South Street Seaport__ @ $25.00
□The New York Botanical Gardens and
Bronx Zoo__ @ $25.00
□  The Cloisters and Museum Mile__ @ $20.00
□  Spirit of New York Brunch Cruise__ @ $45.00
□  Sunday Brunch and “La Boheme” at
Lincoln Center__ @ $65.00
□  Greenwich Village and SoHo__ @ $25.00
TOTAL AMOUNT ENCLOSED
$
$-
$-
$-
$ -
$-
$ -
$ -
$ -
Concurrent Conference Selections
(Select only one per time period)
Sunday, September 20
1:00 pm-2:30pm □  11 Government Issues Update 
2:45pm-5:00pm □  12 New Developments in 
Government Auditing
Monday, September 21 2:45pm-5:15pm
□  13 The Role of Education in Developing the Future
Professional
□  14 Efforts to Improve Audit Quality and Achieve
Professional Excellence
□  15 Tax Administration for the Future
□  16 Productivity and Performance Measurement in
Government Reporting
□  17 Update on Microcomputers
□  18 Strategic Planning in Industry
□  19 Risk Management for Financial Managers in
Industry
□  20 How to Get Results with People
□  21 Current Tax Developments I
□  22 Starting and Managing an MAS Practice
□  23 How to Stay Competitive in the Fast Moving
World of Personal Financial Planning
□  24 International Matters 
3:00pm-5:00pm-at American Stock Exchange
□  25 American Stock Exchange
□  28 Knowledge-based Expert Systems in Account­
ing and Finance
□  29 Effective Delegation
□  30 Strategic Planning in Industry (Repeat) 
2:30pm-5:00pm
□  31 Changing Future of the Accounting Profession
□  32 Technical Update for the Government Auditor
□  33 Knowledge-based Expert Systems in Account­
ing and Finance (Repeat)
□  34 The Cash Management Audit: What to Look For
□  35 Implementing the 1986 Tax Act for Corporate
Planning Purposes
□  36 FASB Update
□  37 Current Tax Developments II
□  38 What’s Past is Prologue
□  39 CPA Services for Health Care Providers 
3:00pm-5:00pm—at New York Stock Exchange
□  40 New York Stock Exchange
Tuesday, September 22
10:15am-12:15pm
□  26 Implementing the Single Audit Act
□  27 U.S. Competitiveness in the World Economy
Wednesday, September 23
1:30pm-4:00pm (Optional)
□  41 FASB Update (Repeat)
□  42 The Cash Management Audit: What to Look For
(Repeat)
□  43 Implementing the 1986 Tax Act for Corporate
Planning Purposes (Repeat)
Spouse Tour Program Selection
(select only one per day)
Monday, September 21
(All tours except No. 51 return for Joint Luncheon.)
□  44 Slices of the Big Apple
□  45 House and Garden Tour
□  46 Macy’s Breakfast and Author Program
□  47 Breakfast with a Critic-Backstage on Broadway
□  48 Statue of Liberty Tour
□  49 New Spirit in Interior Design
□  50 Lincoln Center Meet the Artist Program
□  51 Wall Street and Stock Exchange Tour with
Lunch at Windows on the World (Tour does not 
include Joint Luncheon)
Tuesday, September 22
(All tours except No. 60 return tor Spouse Luncheon 
Program.)
□  52 Slices of the Big Apple
□  53 House and Garden Tour
□  54 Macy’s Breakfast and Culinary Program
□  55 Wall Street, Stock Exchange and Lower Man­
hattan Tour
□  56 Statue of Liberty Tour
□  57 Breakfast with a Critic—Backstage on Broadway
□  58 Lincoln Center Meet the Artist Program
□  59 Adventure in Art and Antiques-Sotheby’s and
The Frick Collection
□  60 Wall Street and Stock Exchange Tour with
Lunch at Windows on the World (Tour does not 
include Spouse Luncheon/Program)
$_
$_
$-
$-
$-
$_
$_
$_
$_
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After discussing staff recommendations for improving certain disclosures on “off- 
balance-sheet” financing, the board has tentatively decided to require that the 
scheduled (contracted) maturities be disclosed and to permit entities to supply 
additional information about expected maturities. Disclosure requirements would 
(a) include both principal and interest amounts; (b) allow flexibility in presenting 
maturity information, but provide examples of various possible approaches; and (c) 
not be limited based on entity size.
While tentatively deciding that interest rate sensitivity of financial instruments 
should be required for financial institutions, the board requested more information 
before deciding whether that information should also be required of nonfinancial 
enterprises or whether it should be part of notes to financial statements or 
supplementary information.
Subsequently, the board reached tentative decisions on a proposed standard on 
disclosures about the credit risk of recognized and unrecognized financial 
instruments. The statement should:
□  Require disclosures about maximum credit risk, probable credit loss, and 
illustrate how the requirements of FASB Statement no. 5, Accounting for  
Contingencies, call for disclosures about reasonably possible credit losses;
□  Require disclosures if maximum credit risk concentrated in an individual 
counterparty exceeds 20 percent of equity and is 1 percent of total assets, or 
exceeds 10 percent of total assets;
□  Encourage disclosures about collateral supporting financial assets.
A new FASB technical bulletin provides guidance on how companies should 
account for a change in the method of accounting for retiree life insurance benefits 
not provided through a pension plan and for health care benefits.
“The technical bulletin is intended to provide interim guidance,” according to 
Project Manager Diana Scott, “pending the board’s decisions on its project on 
employers’ accounting for postretirement benefits other than pensions.”
If a company were to change its accounting method, for example, from the cash 
basis to an accrual method of accounting for those benefits, the technical bulletin 
would permit the company to recognize the effect of the change in the period the 
change occurs or over the current and future periods. Companies would have to 
disclose the nature of the accounting change, why it was made and the effect of the 
change on income before extraordinary items, net income, and related per-share 
amounts. The bulletin is effective for fiscal years beginning after December 15,
1986, with earlier application permitted.
NOTICE OF AICPA PUBLIC MEETINGS
A ccounting and Review Services
An open meeting of the accounting and review services committee will be held in New Orleans on May 
18-19 at the Meridien New Orleans, starting at 9:00 a.m. The tentative agenda follows:
Monday, May 18 - a.m.
□  Recodification of SSARS (preliminary discussion of subject).
Monday, May 18 - p.m.
□  Reports on the Application of Accounting Principles (discuss interpretation).
Tuesday, May 19 - a.m.
□  Reporting on Uncertainties (preliminary discussion of subject).
Tuesday, May 19 - p.m.
□  Scope of Compilation and Review Services (preliminary discussion of subject).
□  Specified Elements (preliminary discussion of subject).
Changes from this notice will be reported by the meetings telephone information service.
The number is 212/575-5694.
FASB Issues Bulletin 
on Retirement 
Benefits
FASB Tentatively 
Decides Questions 
on Off-Balance- 
Sheet Financing
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Washington Briefs FDIC Proposes Steps for Uniform Capital Standards for Banks—In a revision to a 
previous proposal, the Federal Deposit Insurance Corporation has exposed for 
comment a risk-based capital proposal that redefines primary capital, assigns risk 
weights to balance sheet assets and certain off-balance-sheet items, and lays the 
groundwork for establishing a minimum risk-based capital ratio. (See Federal 
Register, April 9.)
Comments on the proposal, which would apply to all FDIC-insured state 
nonmember banks, are due by June 8. For further information, contact Stephen 
Pfeifer at the FDIC, 202/898-6903.
Estimated Tax Payments for Trusts and Estates—In Announcement 87-32, which 
appeared in Internal Revenue Bulletin 1987-16 on April 20, the IRS has set 
procedures to “assure that estimated tax payments by trusts and estates are credited 
to the proper accounts and to minimize processing errors.” It has developed Form 
1041-ES, Estimated Tax Voucher for Fiduciaries, for trusts and estates to use.
Excise Tax Payments Resulting from Reversions of Qualified Plan Assets—
Temporary and proposed regulations regarding the payment of excise tax by 
employers receiving (directly or indirectly) reversions of qualified plan assets April 2 
required by TRA ’86 were published in the A pril 9 issue of the Federal Register.  
The tax is to be paid on a quarterly basis b y  the employer maintaining the plan and 
the IRS notice states that the tax will be due no later than the last day of the second 
month following the calendar quarter in which the reversion occurs.
Department of Education Issues Site Visitation Policy—The U.S. Department of 
Education Office of the Inspector General (OIG) has recently issued a policy on the 
necessity of site visits by independent public accountants performing audits of the 
Department’s Student Financial Assistance (SFA) programs. The OIG says that the 
audit standards and SFA audit guide require that the auditor perform audit 
procedures at the institution being audited either during the audit itself or during 
the audit period even in those situations where all or most of the institution records 
are maintained by a consultant or a service bureau. The timing, nature and extent of 
the site visit can be based on the internal controls of the institution or service 
bureau. Copies of the policy are available from the OIG Regional Audit Offices.
State Comptroller Wins National Award—CPA Edward J. Mazur, State Comptroller 
for the Commonwealth of Virginia and a former AICPA staff member, has been 
awarded a certificate of distinction by the Secretary of the Treasury for “his 
significant contributions to the improvement of national policies affecting cash 
management and other fiscal disciplines.”
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The exposure draft of the recommendations of the National Commission on 
Fraudulent Financial Reporting has been issued, with comments sought by June 30.
According to Commission Chairman James C. Treadway, Jr., “we feel these 
recommendations, taken together, form a balanced response to the problem of 
fraudulent financial reporting, but no single recommendation can be separated 
from the rest.” Supplementing Treadway’s comments, Catherine McCoy, deputy 
executive director and general counsel, said “our goal was to develop 
recommendations that would be practical, reasonable in the circumstances, 
justified by the achievable benefits and that would lend themselves to 
implementation without undue burden.”
The Commission Report deals with the responsibilities of four interactive 
groups: public companies, independent auditors, regulatory agencies and academe. 
A summary follows:
Public Companies—
□  All public companies should have audit committees comprised entirely of 
independent directors;
□  A management report should state explicitly that the company takes 
responsibility for both the financial statements and the financial reporting 
process;
□  Public companies should identify factors that could lead to fraud, maintain 
adequate internal controls, have an effective internal audit function, and develop 
and enforce written codes of conduct.
Independent Auditor—
□  While the role of the independent public accountant is secondary to that of 
management and boards of directors, it is crucial and should be recognized in 
revised auditing standards which would require the CPA to assess the potential 
for fraud and to design reasonable tests for the detection of fraud;
□  Peer review should be strengthened by reviewing audits of new public clients; 
second partner reviews should be enhanced;
□  The number of members on the Auditing Standards Board should be reduced 
and it should include equal membership by knowledgeable nonpractitioners.
(The Commission noted that many areas regarding recommendations for 
independent auditors are addressed in the ten proposed statements on auditing 
standards now in the exposure process, as reported in the Letter of December 29,
1986.)
Regulatory Agencies—
□  The SEC should be granted new sanctions, including a greater role in criminal 
prosecution. (Additional enforcement tools, such as the ability to impose fines 
and bring cease and desist proceedings, should be granted);
□  Improve the regulation of the accounting profession;
□  Improve federal regulation of financial institutions;
□  Improve oversight by state boards of accountancy.
(continued on page 2)
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Fraud Commission 
Exposure Draft 
Issued (continued)
Academe—
While recognizing that educators are not generally considered part of the financial 
reporting process, the Commission suggests that they have an important role in 
helping to reduce the risk of fraudulent financial reporting and, therefore, 
recommends some changes in business and accounting curricula as well as in 
professional certification examinations and continuing professional education.
Copies of the report have been sent to all practice units with five or more 
partners/shareholders, Members of Congress, government officials and others. Up to 
three copies are available gratis from the AICPA order department, with a $2.50 
charge for each additional copy. Product no. is G00485.
A more detailed summary of the exposure draft will appear in the June issue of 
the Journal of Accountancy.
CPE Division 
to Co-sponsor 
Six Programs
The AICPA CPE division is co-sponsoring six programs in June and July with two 
universities and four state CPA societies. Three deal with aspects of taxes and the 
others with the entertainment industry, personal computers and estate planning. 
National Tax Education Program—Co-sponsored by the Department of 
Accountancy, College of Commerce and Business Administration, University of 
Illinois, this series of five one-week courses at Urbana has been revised and 
updated to reflect TRA '86. The schedule: Level I—Basic (June 15-19); Level II—
Basic (June 22-26); Level in—Intermediate (July 13-17); Level IV—Intermediate 
(July 20-24); Level V—Advanced (July 27-31).
Registration (not including room and board) is $895 for one week, $1,690 for 
two. Recommended CPE credit is 43 hours per week.
Tax Planning for Closely Held Businesses and Their Owners—Planned for 
Chicago’s Palmer House on June 29-30, this conference is an in-depth analysis of 
the tax reform implications for this group. It is co-sponsored by the Illinois CPA 
Foundation. Recommended CPE credit is 16 hours and the registration fee is $445. 
Planning Strategies for Real Estate and Other Tax-advantaged Investments—This 
two-day program will be held at the Westin Hotel-Copley Place Boston on July
16-17 in co-sponsorship with the Massachusetts Society of CPAs. Registration fee is 
$495 and recommended CPE credit is 16 hours.
Entertainment Industry Conference—This one-day presentation of the financing and 
tax planning issues affecting the industry will be held on June 23 at the Beverly Hills 
Hilton. Registration is $155 and recommended CPE credit is 8 hours. For information, 
contact the California Society of CPAs, the co-sponsor, at 415/321-1900.
National Personal Computer Training Program—Specific training geared to the 
accounting profession will be the focus of this course presented on July 27-31 in 
Blacksburg, Virginia, by Virginia Polytechnic Institute and State University.
Program fee is $995 and recommended CPE credit is 40 hours.
Annual Estate Planning Conference—This three-day conference, co-sponsored by 
the Wisconsin Institute of CPAs, will be held at the Pfister Hotel in Milwaukee on 
July 29-31. It will include how to advise clients in estate planning, how to review 
wills and trusts, and planning before and for after death. The recommended CPE 
credit is 23 hours, plus 2 more for optional workshops. The registration fee is $595.
For information on the above programs (except the Entertainment Industry 
Conference), call the AICPA CPE division at 800/AICPANY; New York State 
residents call 212/575-5696.
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AICPA Files 
Amicus Brief
FASB Tentatively 
Decides on Tax 
Disclosures; Sets 
Public Hearing
AICPA Enters 
Softwear Field
The AICPA has submitted a brief as amicus curiae to the U.S. Supreme Court in the 
case of Basic Inc. v. Levinson, in which it will be determined whether federal 
securities fraud actions under SEC Rule 10b-5 can be brought on the so-called 
“fraud on the market” theory. This theory assumes that the market price of a 
company’s stock is automatically distorted by any misleading public statement that 
might be relevant to an investor and allows investors to sue for damages based on 
such statements even when those investors had no knowledge of the misleading 
statements and, in fact, did not rely on them.
Although the case does not involve a claim against accountants, they are 
frequently the target of suits brought on this theory because of the central role 
accountants play in the dissemination of financial information. This fraud on the 
market theory has also contributed to the proliferation of class actions by enabling 
plaintiffs to aggregate their claims under a common theory of market distortion.
The Institute argues in its brief that the fraud on the market theory is 
inconsistent with the language, structure and legislative history of the federal 
securities laws demonstrating the intent that plaintiffs must actually rely on the 
offending statements in order to recover monetary damages.
After discussion of disclosure requirements for the temporary differences identified 
in APB Opinion no. 23, Accounting for Income Taxes—Special Areas, and for 
deposits to statutory reserve funds by U.S. steamship companies, the FASB has 
tentatively decided that the following disclosures should be made:
□  A description of (1) the nature of temporary differences for which a tax liability 
has not been recognized in the financial statements and (2) the types of events 
that would cause those differences to become taxable;
□  The cumulative amount for each type of temporary difference;
□  Except for unremitted earnings, the amount of the unrecognized deferred tax 
liability for each type of temporary difference—
1. Determination of the amount to be disclosed should be based on the board’s 
basic principles for measurement of a deferred tax liability for other types of 
temporary differences.
2. Measurement of the unrecognized deferred tax liability should take into 
account tax planning strategies if a company has an operating loss or tax 
credit carryforward for financial reporting purposes for which a tax benefit 
has not been recognized in the financial statements.
□  For unremitted earnings, the amount of the unrecognized deferred tax liability if 
determination of that liability is reasonably practicable or, if not, the amount of 
withholding taxes that would be payable upon remittance of those earnings.
Also, the FASB will hold a public hearing at the Sheraton Centre, New York 
City, on May 18-19 based on the issues discussed in the exposure draft, 
Consolidation o f All Majority-owned Subsidiaries.
With the introduction in late April of the Audit Program Generator, the AICPA has 
entered the field of computer software for accountants with a sophisticated system 
to help CPAs plan effective audits.
“Since the Audit Program Generator was designed specifically for use in 
audits,” said John Graves, the AICPA’s director of technical information, who 
helped devise the program, “it only requires a few decisions on the part of the 
operator. It permits the user to create customized audit programs from scratch or 
from the AICPA Audit and Accounting Manual. It is programmed for use on IBM 
personal computers and others with IBM compatibility.” Users of the program will 
be able to get technical backup from the AICPA by telephoning the technical 
information division.
Although the program will not be available until early July, orders are now 
being accepted by the order department (212/575-6426). The price is $195; $156 to 
members. The Product no. is 016102.
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PFP Initial 
“Awareness” 
Project Completed
Social Security
Brochure
Available
The AICPA’s personal financial planning division has completed the first phase of 
its “public awareness program” with the placement of a full-page institutional 
advertisement in six issues of 
three key magazines. The latest 
advertisement appeared in the 
March 9 issue of Forbes (page 
143). It was also carried in the 
February issue as well as in the 
February and March issues of 
Money and Sylvia Porter’s 
Personal Finance Magazine.
As can be seen from the 
reduced-size insert, the 
advertisement stresses the CPA’s 
competence, objectivity and 
ethics rather than specific aspects 
of personal financial planning.
The voluntary division, in 
addition to supplying its mem­
bers with suggested techniques 
and procedures, intends to allo­
cate up to one-third of its dues 
income to informing the public 
about the unique capabilities of 
CPAs to deal with this area. A 
variety of communications 
projects are planned.
Membership in the division costs $100 per year based on the Institute’s fiscal 
year, ending July 31. AICPA members who are now involved in personal financial 
planning or who are planning to get involved can join the division for $50 for the 
remainder of the year. In addition to receiving the PFP Manual and other benefits, 
they will be entitled to the division-member rate for the precentennial symposium 
on September 17-18 at the New York Marriott Marquis Hotel.
This National Technical Symposium of the PFP division is designed to provide 
practitioners with techniques and procedures that will improve the efficiency and 
quality of a personal financial planning practice. Registration fees are $225 for PFP 
division members; $375 for other AICPA members; $450 for non-AICPA members.
For information on the symposium, contact the AICPA meetings and travel 
division (212/575-6451). Information on joining the PFP division can be obtained 
from Phyllis Bernstein at the Institute (212/575-3644).
“Planning for the Future: Your Social Security Benefits” is the title of the new 
AICPA brochure produced by the public service committee in cooperation with the 
U.S. Office of Consumer Affairs and the Social Security Administration of the 
Department of Health & Human Services.
Prepared in a question-and-answer format, the brochure explores many areas 
such as Medicare, disability, taxable benefits, eligibility status and how an 
individual’s retirement benefits are calculated.
In acknowledging the availability of the booklet during National Consumers 
Week, last month, Virginia Knauer, director of the Office of Consumer Affairs, said 
that “the brochure was a splendid public service project.”
“This brochure serves as a useful aid for anyone with basic questions or 
concerns about the Social Security process,” added Robert Bovits, the AICPA 
public service committee chairman.
Bulk copies for distribution can be obtained for $6.00 per hundred from the 
AICPA order department, 212/575-6426. Product no. is 889331.
You’re already seeing a CPA about your taxes. 
Talk about your personal financial planning too.
It makes good sense.
CPAs are competent and objective, and they have 
always been trusted financial advisors.
CPAs are bound by a rigorous code of professional ethics.
They do not accept commissions for the sale 
of products or services, such as investments or insurance. 
So their loyalty is only to you.
For Professional Financial Planning, 
Consult Your CPA. . .  It Makes Good Sense.
Personal Financial Planning Division 
American Institute of Certified Public Accountants 
1211 Avenue of the Americas, New York, NY 10036-8775
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Court Holds 
Louisiana Board 
Exempt from 
Antitrust
The U.S. District Court for Eastern Louisiana, in Civil Action 83-1947, has granted 
a motion by the State Board of Public Accountants of Louisiana claiming immunity 
from federal antitrust laws under the state action exemption.
The Antitrust Division of the Justice Department had alleged that the board 
had violated Section 1 of the Sherman Act by adopting and enforcing rules 
regarding advertising and solicitation by CPAs.
The Court found: “There is an interaction of state and local regulation wherein 
the legislature has adopted a statute authorizing the agency to regulate advertising, 
and the agency has responded with a program to regulate advertising. Thus, the 
Court must conclude that the state board relies upon a specific state authorization 
to engage in the regulatory activities alleged to be anticompetitive.”
Retirement Plan 
Update
Participants in the AICPA Retirement Plans have recently been mailed a package of 
materials which includes:
□  A copy of an IRS Opinion Letter indicating its approval of the AICPA plans as 
tax-qualified master and prototype plans;
□  A revised and updated Adoption Agreement and the first amendment to it, 
which must be completed, signed and mailed to MONY Financial Services by 
December 3 1 , 1987;
□  A new Summary Plan Description, which some firms will have to file with the 
Department of Labor.
For information on the AICPA’s Retirement Plans, call MONY Financial 
Services at 800/223-0875.
AACSB Accredits 
Six More 
Schools
At its April meeting, the Accreditation Council of the American Assembly of 
Collegiate Schools of Business recommendations for ten additional accounting 
programs at six universities were approved.
The three types of accredited accounting programs are: (A) bachelor’s program 
in accounting; (B) MBA programs with an emphasis on accounting; and (C) master’s 
in accounting programs, including 150 semester-hour accounting programs.
The newly accredited schools are
□  Arizona State University (A,C);
□  Georgia State University (A,B,C);
□  University of Louisville (A);
□  North Texas State University (A,C);
□  Southern Illinois University at Edwardsville (A);
□  University of Alabama (C), whose type A program was accredited in 1983.
Since accounting accreditation began in 1982 , 116 programs at 66 schools have 
qualified for this special accreditation. This program is a cooperative effort between 
the AACSB and representatives from the AICPA, AAA, NAA, FEI and the 
Association of Government Accountants.
NOTICE OF AICPA PUBLIC MEETINGS
Professional Ethics
The professional ethics executive committee will hold an open meeting in Conference Room “D,” 4th 
floor, of the AICPA New York offices on June 9, starting at 9:30 a.m.
The following proposed pronouncements will be considered by the committee for exposure to the 
membership:
□  “Member’s Use of Testimonials or Endorsements in Advertising.”
□  “The Use of ‘We’ by a Sole Proprietor.”
□  Deletion of Ethics Ruling no. 86 under ET 591—“Paid for by Others, Name in Client Ad.”
Changes from this notice will be reported by the meetings information telephone service.
The number is 212/575-5694.
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Washington Briefs Banks/Brokerage Must Register, Says SEC—Banks that engage in brokerage
business would be required to set up separate brokerage subsidiaries or affiliates 
and to register with the SEC under a legislative package approved by the 
Commission. The proposal by the SEC would achieve the intended purpose of 
Rule 3b-9, which was adopted by the SEC in July 1985.
Underreporting of Interest or Dividend Payments—Temporary regulations 
published in the April 23 Federal Register affect payors, brokers and payees of 
reportable interest, original issue discount, dividend, and patronage dividend 
payments and provide them with the necessary guidance to comply with the Inter­
est and Dividend Tax Compliance Act of 1983. If information is needed, after reading 
the temporary regulations, contact Laura Ann Lauritzen at the IRS, 202/566-3829.
Two CPAs Nominated by President as IGs—June Gibbs Brown has been nominated 
as Inspector General of the Department of Defense and Anthony J. Gabriel has been 
nominated to serve in the newly created position of Inspector General of the U.S. 
Information Agency. Both nominees are members of the AICPA.
ITA Seeks Assistant to Chief Accountant—The Import Administration,
International Trade Administration, has an opening for an accountant to assist in 
administrating the Antidumping and Countervailing Duty Acts, with international 
travel involved. Contact Marie E. Parker of the ITA at 202/377-5496.
IRS to Examine Tax Penalties—In a recent speech, IRS Commissioner Lawrence J. 
Gibbs said that the tax laws have been adopted over the years “in a piecemeal 
fashion” and that “it is time to take a step back” and examine the extent to which 
some of their penalties overlap and how needed ones should be administered.
Temporary “Book Income” Regulations Issued—The new corporate alternative 
minimum tax created by TRA ’86 is the subject of temporary IRS regulations (T.D. 
8138). They provide that book income adjustment is computed by increasing 
alternative minimum taxable income by 50 percent of the amount by which the 
adjusted net book income of a corporation exceeds alternative minimum taxable 
income for the taxable year. Net book income is defined as the net income or loss 
shown on the taxpayer’s applicable financial statement. Net book income for a 
consolidated group is the net income or loss shown on the applicable financial 
statement of the common parent.
Backup Withholding Rules Issued by IRS—The IRS has issued temporary 
regulations (T.D. 8137) governing payor withholding on interest and dividend 
payments to individuals who fail to remit taxes on the payments. Proposed 
_____________________ regulations are expected to be issued in the near future.__________________________
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Professional 
Standards
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At its May 18-20 meeting, the AICPA Council overwhelmingly approved the “Plan 
to Restructure Professional Standards” and authorized a membership referendum to 
be held this fall. The Plan is based on the “Report of the Special Committee on 
Standards of Professional Conduct for CPAs” (the Anderson Report), modified in 
response to the views of over 7,000 members who participated in Member Forums 
held last fall to discuss the Report’s recommendations.
Council also agreed to urge the membership to adopt the elements of the plan:
□  A goal-oriented Code of Professional Conduct enforceable through specific rules;
□  A practice monitoring program;
□  A restructured Joint Trial Board;
□  A 120-hour CPE requirement over a three-year period for members in public 
practice;
□  A 90-hour CPE requirement over a three-year period for members not in public 
practice;
□  A post-baccalaureate education requirement beginning in the year 2000.
Following its approval of a membership ballot on the proposals, council 
members met in small groups to discuss plans to fully inform the members of these 
recommendations under the theme, "For Excellence in Our Second Century.” The 
recommendations in the Plan have been cited as the greatest opportunity ever for 
CPAs to demonstrate their commitment to a major hallmark of a true profession— 
excellence.
On other matters, Council:
□  Approved the appointments of Paul J. Gerry, Massachusetts, and Dean McKee, 
Wyoming, to fill the unexpired terms (October 1988) of Brian A. Brooks and 
Edwin D. Broyler, both of whom resigned. Also, Vincent Gervais, Washington, 
was elected to fill the unexpired term of John F. Clearman (September 1987) who 
has resigned;
□  Approved a recommendation of the SEC and private companies practice section 
executive committees to authorize them to increase the size of their peer review 
committees;
□  Presented the Outstanding Educator Award to Norton M. Bedford, professor of 
accountancy, University of Illinois, Urbana-Champaign;
□  Heard a report from the awards committee announcing that, for the first time 
since its inception, three AICPA Gold Medals for Distinguished Service will be 
awarded this year. They will be presented at the Centennial Annual Meeting in 
September. Recipients will be Robert C. Ellyson, Florida; John R. Meinert,
Illinois and Robert A. Mellin, California;
□  Heard a report from the Centennial steering committee on its plans and the 
announcement that a CPA commemorative postage stamp will be issued during 
the annual meeting in New York;
□  Received reports on Washington Activities and from the chairman of the auditing 
standards board.
AICPA Issues CPE 
Curriculum
Government Affairs
Committee
Appointed
Recent AICPA 
Publications
The purpose of the recently-issued National Curriculum—A Pathway to Excellence 
is twofold: to aid CPAs in planning their professional development and to assist 
course developers in designing comprehensive CPE programs.
Directed to members in public practice, industry and government, the 
curriculum embraces six general fields of study: Accounting and Auditing, 
Advisory Services, Management, Personal Development, Specialized Knowledge 
and Applications, and Taxation. Since the exposure draft was released a year ago, 
the curriculum has been expanded to include a section on not-for-profit 
organizations, significant updating in the taxation area, and increased coverage of 
personal financial planning and small business practice.
Published in looseleaf binder form, the curriculum is priced at $155 ($124 to 
members), plus a $5.95 charge for shipping and handling. Periodic updates are 
planned. The product no. is 090100. Copies may be obtained from the Institute’s 
order department (800/334-6961; in New York State, 800/248-0445).
In order to streamline and enhance the effectiveness of the Institute’s response to 
events in our Nation’s Capital, AICPA Board Chairman J. Michael Cook has 
appointed a high-level government affairs committee. The following is the charge of 
the committee:
□  To develop, coordinate and direct the implementation of strategies to address 
governmental matters—legislative, regulatory and executory—that affect the 
accounting profession;
□  To assist in the development of a more effective relationship with leaders in 
government;
□  To identify public issues on which the accounting profession is particularly 
qualified to make contributions;
□  To provide advice on how the accounting profession can make its skills available 
to government in its efforts to improve financial reporting and controls.
The committee reports to the board of directors. Membership includes the 
chairman, vice chairman, vice chairman-nominee, immediate past-chairman of the 
board, the president, and Washington and state society representatives.
Audits of Service Center-Produced Records, the latest audit and accounting guide, 
supersedes the guide issued in 1974. It has been designed to assist independent 
auditors of organizations that use services provided by EDP service centers and 
those who are engaged to report on certain aspects of the system of internal 
accounting control that relate to accounting systems processed by EDP service 
centers. Price is $9.50; $7.60 to members. (Product no. is 013369.)
Statement of Tax Policy 8, Suggested Improvements for the Social Security 
Retirement System, has been issued by the AICPA’s federal taxation division. It 
presents the AICPA recommendations for improving the Social Security retirement 
system which updates the 1980 edition of this tax policy statement.
Price is $9.50; $7.60 to members. (Product no. is 058209.)
A brochure, Before You Decide on a Computer Consult Your CPA Because . . . ,  has 
been developed by the MAS division for distribution to clients and others. The 
minimum order is 25 copies at the member’s price of $6.40. Quantity discounts are 
available. Ask for product no. 338800.
These publications are available from the order department (800/334-6961; in 
New York State, 800/248-0445). A shipping and handling charge will be added.
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GASB Issues 
Concepts Statement; 
Publishes Research 
Report
Grants Awarded to 
Doctoral Candidates
Bills to Preserve 
Fiscal Years to Be 
Introduced
In its first concepts statement, Objectives of Financial Reporting, the Governmental 
Accounting Standards Board establishes the objectives of external financial 
reporting by state and local governmental entities. Although this statement does not 
establish standards, these objectives provide the framework within which the board 
develops standards for governmental entities.
Three basic objectives are described:
□  Financial reporting should assist in fulfilling government’s duty to be publicly 
accountable and should enable users to assess that accountability;
□  Financial reporting should assist users in evaluating the operating results of the 
governmental entity for the year;
□  Financial reporting should assist users in assessing the level of services that can 
be provided by the entity and its ability to meet its obligations when due.
According to a research report on financial reporting practices released by the 
GASB, a large majority of local governments, including school districts, have 
received unqualified audit opinions. Of those receiving qualified opinions, the 
study cites improper reporting of fixed assets as the major reason.
According to GASB Director of Research Martin Ives, the research study was 
designed not only to determine compliance with GAAP by local governmental 
entities, but also whether the type or size of the entity affects compliance.
Information on the concepts statement or the research report can be obtained 
from the GASB order department, 203/356-1990.
Five grants, totaling $47,500, have been awarded by the AICPA’s grants-in-aid 
selection committee to doctoral candidates in order to allow them to complete their 
dissertations on matters of concern to the accounting profession. Recipients are:
□  Tarek Amer, Ohio State University—“An Experimental Investigation of an 
Events-based Financial Database Disclosure System.”
□  Karl Hackenbrack, CPA, Ohio State University—“Using the Diagnostic Value of 
‘Red Flags’ in the Detection of Management Fraud.”
□  Marc J. LeClere, CPA, Pennsylvania State University—“Equity and the Corporate 
Income Tax: An Empirical Investigation into the Relationship Between Effective 
Tax Rates, Deferred Income Taxes and the Corporate Minimum Tax.”
□  Gregory M. Trompeter, CPA, University of Wisconsin-Madison—“Exploring the 
Potential Effects of Litigation, Competition and Partner Compensation on Audit 
Judgment.”
□  Susan K. Wolcott, CPA, Northwestern University—“Managerial Discretion and 
Accounting Policy: The Timing of Asset Writedowns.”
Intentions by Senator Max Baucus (D-MT) and Congressman Ronnie Flippo (D-AL) 
to introduce legislation soon that would enable partnerships, S corporations and 
personal service corporations to remain on a fiscal year for tax purposes were 
announced at the AICPA tax division meeting earlier this month.
The bills would modify a provision of TRA ’86 which requires certain entities 
to adopt a calendar year for tax purposes. Under the proposed legislation, 
partnerships and S corporations would have the option of switching to a calendar 
year as required by TRA ’86 or electing to remain on a fiscal year and making 
enhanced estimated tax payments at the partner or owner level.
A personal service corporation could also elect to retain a fiscal year and make 
ratable payments to owners/employees prior to December 31, based on experience 
from the prior year. If the ratable payment requirement is not met, the corporate- 
level deduction would be postponed.
“The proposed legislation provides a solution to the critical problem of revenue 
neutrality,” according to Herbert J. Lerner, chairman of the AICPA tax division, and 
“affords a workable, fair avenue for those businesses that want to remain on a fiscal 
year. The proposed legislation corrects serious problems for small businesses and 
CPA firms,” he added.
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AICPA Sets 
PR Conference
Sells Awards 
Announced
Three AICPA 
Members Expelled
The Institute’s annual Public Relations Conference will be held from July 8 through 
July 10 at the Adam’s Mark Hotel, St. Louis.
A variety of topics will be discussed, including organizing special events, 
marketing CPA services, motivating volunteers, graphics design and time 
management. Among the featured speakers will be Jack Felton, president of the 
Public Relations Society of America and vice president-corporate communications, 
McCormick and Company; AICPA Board Vice Chairman Marvin Strait; Jon Grove, 
vice president of the American Society of Association Executives; and Hugh 
McCahey, manager, association department, U.S. Chamber of Commerce.
Also, three “Early Bird Workshops” will be held on July 8.
The conference is primarily designed for state society staff members and state 
PR committee members in addition to CPAs, public relations professionals and 
others involved with the CPA profession, to enable them to further develop their 
communications skills.
Registration fee for the conference is $150; an additional fee of $150 has been 
set for the “Early Bird Workshops.” For a brochure and registration information, call 
the AICPA meetings department at 212/575-6451.
Of the 72,378 candidates who completed a total of 261,331 papers on the November 
1986 Uniform CPA Examination, the following top scorers will be recognized for 
their overall achievements on the four sections of the examination:
Sells Gold Medal (highest overall score)—Alexandra L. Bolton, St. Petersburg, 
Florida. Ms. Bolton has a B.A. from Bryn Mawr College, an M.B.A. from the 
University of Cincinnati and is currently a member of the executive tax service 
division of H & R Block in the Lakeland office.
Sells Silver Medal (second highest overall score)—Marie Ellen Emmendorfer, 
Freeland, Michigan. Ms. Emmendorfer holds a B.B.A. degree from Saginaw Valley 
State College and is currently a graduate assistant at the college.
Sells Bronze Medal (third highest overall score)—Martha Anne Keck of 
Farmington Hills, Michigan. She received her B.B.A. degree in accounting, with 
high distinction, from the University of Michigan at Dearborn. Ms. Keck is 
currently on the audit staff of Arthur Andersen & Co. in Detroit.
The medalists will be presented their awards in conjunction with the AICPA’s 
100th Annual Meeting in New York in September. In addition, 127 certificates of 
high distinction are being awarded.
Under the AICPA bylaws, membership in the Institute shall be terminated without 
a hearing should there be filed with the secretary of the Institute a final judgment of 
conviction imposed upon any member for a crime punishable by imprisonment for 
more than one year, or should a member’s certificate as a certified public 
accountant be revoked as a disciplinary measure by any governmental authority.
□  On March 2 3 , 1987, the membership of James Allen Jones of Portland, Oregon, 
was terminated following his conviction in a U.S. district court on his plea of 
guilty to aiding and assisting in the preparation of false tax returns.
□  The membership of Russell G. Davy of San Francisco, California, was terminated 
on March 2 3 , 1987, following the revocation of his CPA certificate as a 
disciplinary measure by the California State Board of Accountancy.
□  On March 3 0 , 1987, the membership of Edward James Gurry of Marshfield, 
Massachusetts, was terminated following the revocation of his certificate as a 
disciplinary measure by the Massachusetts Board of Public Accountancy. Mr. 
Gurry’s membership had been suspended for two years on February 2 6 , 1985, 
coincident with the suspension of his certificate by the Massachusetts State 
Board. (See October 2 8 , 1985, Letter.)
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AICPA members who wish to begin or increase coverage under the Long-Term 
Disability Income Plan should act before July 1.
Features of the Plan available to eligible members include:
□  Monthly disability income benefit payments that range from $500 to $5,000 for 
disabilities caused by either sickness or accident;
□  Benefits for life may be paid after a 26-week waiting period, if disability was 
incurred before age 50 (payments to age 65 if incurred at or over age 50).
□  A voluntary rehabilitation program under which the insured CPA may return to 
work while receiving monthly disability income benefits in reduced amounts.
For information, contact the Plan Agent: Rollins Burdick Hunter Co., 605 Third 
Avenue, New York, NY 10158; 800/221-4722 (in New York State, call collect, 
212/661-9000 and ask for extension series 436).
Tennessee became the fourth state to adopt the 150-hour educational requirement 
for CPAs as recommended in the Model Bill, when Governor McWherter recently 
signed legislation which mandates post-baccalaureate education for aspiring CPAs. 
The law’s provisions become effective in 1993. The other states that have adopted 
similar legislation are Florida, Hawaii and Utah.
The Interamerican Accounting Association, of which the AICPA is one of the 29 
organizational members from 23 countries, will hold its XVII Conference in Quito, 
Ecuador, on July 20-23.
Under the theme “The Accounting Profession Responds to the Economic 
Climate,” the conference will include technical sessions, a visit to the Galapagos 
Islands and a number of social activities. Registration is $320 for the participant; 
$170 for each companion.
Additional information can be obtained from either of the AICPA delegates: 
Marcelo A. Alvarez (305/263-8200), or Howard P. Keefe (305/997-8397).
The AICPA’s minority and equal opportunity committee recently issued its annual 
report for 1986 of surveys regarding minority employment and placement of 
accounting graduates from the traditionally black and minority colleges and 
universities. A list of scholarship award winners is also included. (Almost 
$350,000 was awarded to 510 minority students during the 1986-87 academic year.) 
Copies of the report are available from Sharon Donahue at the AICPA (212/575-7641).
NOTICE OF AICPA PUBLIC MEETINGS
Accounting Standards—The accounting standards executive committee will hold an open meeting at 
the Westin Hotel in Stamford, Connecticut, on June 16 to consider a practice bulletin on payments 
into the Federal Savings and Loan Insurance Corporation, secondary reserves and other obligations of 
the FSLIC and to discuss with the FASB proposed changes in the operating policies of the accounting 
standards division. The meeting will start at 9:30 a.m.
Auditing Standards—The auditing standards board will hold an open meeting on June 10-11 in the 
boardroom at the AICPA offices in New York City, starting at 9:00 a.m. The agenda follows: 
Wednesday, June 10
□  Pro Forma Financial Information (consider draft for exposure);
□  Analytical Procedures (discuss comment letters);
□  Auditing Accounting Estimates (discuss comment letters).
Thursday, June 11
□  Compliance Auditing (discuss preliminary draft of SAS).
Changes from this notice will be reported by the meetings telephone information service.
The number is 212/575-5694.
Reminder on 
Interamerican 
Accounting 
Conference
Tennessee Raises
Educational
Requirements
Act Now for Long- 
Term Disability 
Income
Minority Employment 
Surveys Issued
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Washington Briefs JCT Issues “Blue Book” on TRA ’86—A General Explanation o f the Tax Reform Act 
of 1986, the “blue book,” has been prepared by the staff of the Joint Committee on 
Taxation [JCT) in conjunction with other congressional tax-writing committee staff 
and Treasury Department officials. It outlines the legislative history of TRA ’86, the 
law’s provisions and estimates the revenue effects. Copies are available, at $31, from 
the Superintendent of Documents, Government Printing Office, Washington, D.C. 
20402 (stock no. 052-070-063-11-4) or call the GPO at 202/275-3030. Also available 
from the GPO for $6.50 is a separate explanation of the 1986 technical corrections 
to prior acts.
FHLBB to Require GAAP—A final rule has been approved by the Federal Home 
Loan Bank Board which will require savings and loan associations to follow 
generally accepted accounting principles in preparing all financial statements and 
reports. It also substitutes the term “risk analysis reporting” for “regulatory 
accounting practices.” The rule takes effect on January 1 ,  1988.
Employee Plan Model Amendments—A Guide to the Model Amendments for  
Employee Plans contains the four model amendments previously included in IRS 
Notice 87-2. They may be used by sponsors to conform their plans to the 
requirements of TRA ’86 that relate to plan qualifications under Section 401(a) of 
the Internal Revenue Code. Copies of the guide, publication 1334, may be obtained 
by calling the local office of IRS, Forms.
Taxpayer Overpayment Regulations—Revised temporary regulations regarding a 
reduction of a taxpayer’s overpayment by the amount of any past-due legally 
enforceable debt owed to a federal agency and referred to the IRS for offset were 
published in the Federal Register of May 13 (pp. 17949-51). The temporary 
regulations require that, prior to referring the debt to the IRS, the agency must make 
a “reasonable attempt” to notify the debtor that the debt is past due and that it will 
be referred to the IRS. If further information is needed after reviewing the 
temporary regulations, contact Sharon L. Hall of the IRS at 202/566-3288.
Let’s Cooperate, Says Gibbs—In a recent speech, IRS Commissioner Lawrence 
Gibbs said that cooperation between tax practitioners and the IRS has eroded over 
the last 20 years, but changes in TRA ’86 afford opportunities to again develop less 
adversarial relationships. “The IRS has adopted several strategic initiatives to 
ensure the quality of tax administration. . . .” He specifically referred to a review of 
IRS rules of conduct designed to protect confidentiality of tax-return information 
and ensure that IRS agents are not susceptible to bribes or conflicts of interest.
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Amicus Brief Filed 
by AICPA
Guidance Provided 
on Attesting to 
Defense Contractors’ 
Ethics Statements
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The Institute has filed its tenth amicus curiae brief in the past six years; in this case 
with the Appellate Division of the Supreme Court of the State of New York on a 
matter of privity. It supports Coopers and Lybrand’s appeal from a trial court’s 
denial of a motion to dismiss a common law negligence action against the firm in 
Corcoran v. Ambassador Group, Inc., et al.
The issue in this and a related case is whether a receiver or trustee of a 
bankrupt company can shift to an outside professional all the losses of third parties 
who have dealt with the company, merely on the allegations that the professional 
was negligent in failing to detect wrongdoing by company insiders. According to 
the brief, the effect of the rulings sought to be overturned is to circumvent the laws 
designed to limit accountants’ liability for negligence to third parties with whom 
the accountant is not in privity.
The New York State Society of CPAs has also filed an amicus brief on this 
matter.
In another development, the Supreme Court of Georgia has clarified the 
standards governing accountants’ liability for negligence in cases brought by those 
not in a contractual relationship with the accountants. In Badische v. Caylor, a case 
which had originated in a federal court, the Georgia high court rejected an attempt 
by the creditors of a bankrupt company to hold the company’s accountants liable 
for over $850,000 in outstanding debts owed by the company. The court held that 
an accountant’s liability for negligence “extends to those persons, or the limited 
class of persons who the [accountant] is actually aware will rely upon the 
information he prepared” in circumstances where the accountant was “manifestly 
aware of the use to which the information was to be put and intended that it be so 
used.” This holding, which sharply restricts the scope of accountants’ liability for 
negligence in actions brought by nonclients, closely approximates the view of the 
Institute in its amicus curiae submitted to the Georgia high court in this case.
An appendix to the report of the President’s Blue Ribbon Commission on Defense 
Management (Packard Commission) issued last year contains “Defense Industry 
Initiatives on Business Ethics and Conduct (Initiatives).” It sets forth six principles 
of business ethics and conduct that address defense contractors’ responsibilities 
under federal procurement law and to the public. Although the Initiatives are not 
law, they are binding on the defense contractors who are signatories to them.
One of the principles states that each participant must have public 
accountability for its commitment. It requires completion of a questionnaire, 
appended to the Initiatives, dealing with the defense contractor’s design and 
implementation of a code of business ethics and conduct which must be attested to 
and reported on by an independent body, such as an independent public 
accountant.
For the guidance of CPAs who may be requested to attest to the questionnaire 
responses, the auditing standards division has issued an interpretation of 
Statements on Standards for Attestation Engagements, Attestation Standards. It 
provides both performance and reporting guidance for these engagements and will 
be published in the August issue of the Journal of Accountancy.
Ethics Exposure An omnibus proposal covering two interpretations and six rulings has been issued 
Drafts Issued for exposure by the professional ethics division, with comments due by August 25.
They should be addressed to the division at the AICPA. The areas under
consideration are as follows:
□  Revision to Interpretation 101-5—The proposed revision would provide 
guidance to members with respect to the terms “loans” and “financial 
institution” as used in Rule 101.
□  Ruling no. 66 (Rule 101)—It would advise members that any investment by their 
IRA or Keogh plans in a client would impair independence with respect to that 
client.
□  Ruling no. 67 (Rule 101)—It would clarify circumstances under which a 
member may supply services requiring independence to a financial institution 
in which a member has checking, savings or money market accounts, or 
certificates of deposit.
□  Ruling no. 68 (Rule 101)—A member’s independence would not be impaired by 
the mere servicing of a member’s loan by a client financial institution as long as 
there is no risk of loss to the client arising from the loan.
□  Ruling no. 69 (Rule 101)—A member’s independence would be impaired 
whether or not the member’s direct financial interest in a client is placed in a 
blind trust.
□  Ruling no. 70 (Rule 101)—It would proscribe material (in relation to the 
member’s net worth) investments in limited partnerships with clients for whom 
services requiring independence are performed, or with a promoter or a general 
partner of the client.
□  Ruling no. 182 (Rule 501)—If a tax return engagement is terminated before the 
tax return is delivered to the client, the member’s responsibility is to return only 
those records originally provided to the member by the client.
□  Interpretation 201-3 (Rule 201)—This interpretation, “Shopping for Accounting 
or Auditing Standards,” would be withdrawn because SAS no. 50 provides 
appropriate guidance.
Copies of this exposure draft (Product no. G00319) may be obtained by writing to
the AICPA order department.
Hearing Set on CPA 
Exam Proposals
The board of examiners will hold a public hearing on the Proposed Changes in the 
Uniform CPA Examination (see February Letter) in Kansas City, Missouri, on 
September 3 at the Marriott Hotel (Airport), starting at 8:30 a.m. It will provide an 
opportunity for the board to ask about the views of respondents to its March 16 
exposure draft of the proposals. Those wishing to be heard should call James D. 
Blum at the AICPA (212/575-6495). Written material should be received by the 
board no later than August 4. The views expressed will be considered by the board 
at an open meeting on September 15 (see meeting notice, page 4).
Task Force on 
Forecasts Seeks 
Comments
A new task force has been established by the auditing standards board in the area 
of forecasts and projections. It will deal with the implementation problems 
encountered in applying the guidance set forth in Statement of Standards for  
Accountants’ Services on Prospective Financial Information (October 1985) and 
the Guide for Prospective Financial Statements (1986). Members with questions or 
problems in this area are urged to write to the task force, care of the auditing 
standards division, at the AICPA.
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Special Report CPA Letter June 15, 1987
STATEMENT ON SINGLE AUDIT ACT
(The following has been prepared by the staff of the AICPA’s federal government division to acquaint 
members with the provisions of the Single Audit Act.)
The Single Audit Act of 1984 (P.L. 98-502) requires state or local governments that receive directly or 
indirectly $100,000 or more a year in federal financial assistance to have an audit conducted for that 
year. An estimated 19,000 governmental units are covered by the act. The majority of those state and 
local governments have fiscal years ending on June 30. Practitioners should be aware that recent GAO 
studies have revealed a high incidence of substandard work in audits of federal financial assistance 
programs. Practitioners should also be aware that government agencies are conducting reviews of the 
single audit reports received and, on a test basis, are also reviewing the auditor’s working papers. 
Substandard work may be referred to the AICPA or to state boards of accountancy.
Practitioners who contract to conduct an audit pursuant to the Single Audit Act are required to 
comply with the Standards for  Audit of Governmental Organizations, Programs, Activities and 
Functions issued by the Comptroller General of the United States (the “Yellow Book”), the 
requirement of the Single Audit Act and OMB Circular A-128, Audits of State and Local 
Governments. In addition to an audit of the entity’s general purpose or basic financial statements in 
accordance with the Yellow Book, the auditor is required to review federal financial assistance 
program internal control systems and to perform additional audit tests for compliance with 
applicable laws, regulations, and grant or other contractual agreements. The AICPA audit and 
accounting guide Audits of State and Local Governmental Units provides guidance on the unique and 
additional requirements of such engagements.
The Single Audit Act and OMB Circular A-128 require the auditor to issue several reports.
For the entity itself:
□  A report on the examination of the general purpose or basic financial statements of the entity as a 
whole, or the department, agency or establishment covered by the audit;
□  A report on internal accounting control based solely on the study and evaluation made as a part of 
the audit of the general purpose or basic financial statements. The report is subject to special 
requirements set forth in the Yellow Book;
□  A report on compliance with laws and regulations that may have a material effect on the general 
purpose or basic financial statements. The report should describe identified occurrences of 
noncompliance with federal, state or local laws and regulations that are material in relation to 
these statements, and should express positive assurance on items tested and negative assurance on 
items not tested.
For the entity’s federal financial assistance programs:
□  A supplementary schedule of the entity’s federal financial assistance programs, showing total 
expenditures for each program;
□  A report on compliance with laws and regulations identifying all findings of noncompliance and 
questioned costs. The report should include an opinion on compliance with laws and regulations 
for each major program. For nonmajor programs, positive assurance with respect to the items tested 
and negative assurance on items not tested should be given. This is in addition to the report on 
compliance with laws and regulations that may have a material effect on the financial statements;
□  A report on internal controls, both accounting and administrative, used in administering federal 
financial assistance programs, in addition to the report on internal accounting control for the 
entity.
(continued)
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It may be feasible, in some circumstances, to combine the reports issued to comply with the 
Single Audit Act reporting requirements. However, auditors should exercise care in combining such 
reports to assure that the many unique reporting requirements of the act are preserved in the 
combined reports. The AICPA audit guide, Audits o f State and Local Governmental Units, contains an 
appendix with 21 illustrations of report formats. Auditors should also recognize that fraud, abuse, an 
illegal act, or indications of such acts, should be reported in writing when discovered.
Findings of noncompliance and questioned costs:
As indicated above, for each federal financial assistance program, OMB Circular A-128 requires 
that the report on compliance with laws and regulations contain a summary of all findings of 
noncompliance without regard to financial statement or program materiality and an identification of 
questioned costs, if any. Questioned costs are those that the auditor believes may not comply with or 
may not be consistent with the terms and conditions of the assistance agreements and regulations.
In presenting the findings, the auditor should follow chapter VII, sections D and E, of the Yellow 
Book. That guidance suggests that well-developed findings that provide sufficient information to 
federal, state and local officials to permit timely and corrective action generally consist of statements 
of the conditions (what is), criteria (what should be), effect (difference between what is and what 
should be) and cause (why it happened). The auditor may not be able to fully develop all of these 
points, given the scope and purpose of single audits. However, auditors should report findings in a 
manner that helps the reader place them in perspective. For example, the extent of noncompliance 
should be related to the number of cases examined or the dollar amount tested in order to give the 
reader a basis for judging the severity of noncompliance. Appendix A of the AICPA audit guide 
includes an illustration of a schedule of findings and questioned costs. Findings may also include the 
pertinent views of responsible officials.
For further information, contact the AICPA’s technical information division at 800/223-4158; in 
New York State, call 800/522-5430.
(See Washington Briefs for OMB report on the act.)
NOTICE OF AICPA PUBLIC MEETING
CPA Examination
The board of examiners will hold an open meeting on September 15 at the AICPA offices in New 
York City, starting at 8:30 a.m. It will consider all information that has come to the board’s attention 
(including that developed at its public hearing), as the basis for possible adoption of the proposed 
changes in the Uniform CPA Examination (see February 1987 Letter).
Changes from this notice will be reported by the meetings telephone information service.
The number is 212/575-5694.
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SSARS Interpretation The accounting and review services committee has approved the issuance of an 
to Be Published interpretation of SSARS no. 4, Communications Between Predecessor and 
Successor Accountants, titled “Reporting on the Application of Accounting 
Principles,” to clarify the applicability of SAS no. 50, Reports on the Application of 
Accounting Principles, to compilation and review services. The interpretation will 
appear in the August issue of the Journal of Accountancy.
The International Consortium on Governmental Financial Management, of which 
the AICPA is a member, is holding its annual International Financial Management 
Conference in Washington, D.C., on September 24-25. The theme of the conference 
is “Meeting the Demand for Government Services with Shrinking Resources."
For information, call Audrey Dysland at 301/681-3836 or write to ICGFM, Box 
50550, Washington, D.C. 20004.
The XIII World Congress of Accountants, as previously reported, is being held in 
Tokyo this fall on October 11-15. It is cosponsored by the International Federation 
of Accountants and the Japanese Institute of CPAs. The theme of the congress is 
“The Role of the Accountant in a Computer Environment” and it will consist of 
several overview sessions, simultaneous technical programs and a number of social 
events. Among the topics will be selection and applications of microcomputers, 
audits of EDP systems and management’s role in EDP systems.
For information, contact Melissa Palacio at the AICPA, 212/575-3695.
Once again, the auditing standards board and the accounting and review services 
committee are seeking to identify the needs of CPAs in their respective areas of 
responsibility. Any practice problems that members feel should be addressed by 
these groups should be submitted to the auditing standards division, File 1250, at 
the AICPA. Any suggestions for industry or auditing considerations which might be 
addressed in an audit guide would also be helpful.
Because the centennial annual meeting of the AICPA, to be held in New York City 
on September 19-23, will deal with all aspects of the accounting profession, no 
separate meeting of the National Industry Conference will be held this year. Instead, 
many areas of concern to members in industry have been incorporated in the 
overall centennial program. The AICPA’s industry committee would like to point 
out that major segments of the program are devoted to sessions for members in 
industry on issues of particular interest to financial executives.
DELUXE EDITION OF JOURNAL OF ACCOUNTANCY CENTENNIAL ISSUE
A deluxe hardcover edition of the 1400-page AICPA Centennial issue of the Journal of Accountancy (May) is 
available as a permanent keepsake at a member’s price of $12 each.*
American Institute of Certified Public Accountants 
P.O. Box 1003
New York, New York 10108-1003
Please send me-------------- copies of the special hardcover edition of the Centennial issue of the Journal of
Accountancy (401401) @ ______;_____ each.
Name:______ _____________________________________________________________________________
Firm/company (if part of mailing address):_______________________________________________________
Address: -________________________ _____________________________________________________
City:__________________________________________ State:__________________________ Zip:_________
Signed:__________________________ __________
*Quantity Discounts: 5-9 copies, $10.80 each; 10-29, $9.60 each; 30-49, $8.40 each; 50-99, $7.20 each; 100 or more, $6.00 each.
Educational Discount: 40% off list; 100 or more copies, 50%. Please add appropriate sales tax; New York City (8¼%), New York State (4% plus 
applicable local tax), Washington, D.C. (6%), Vermont (4%).
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Washington Briefs Excise Tax Rates—The staff of the Joint Committee on Taxation has issued a
pamphlet which provides a list of federal excise taxes and tax rates together with 
data on federal excise tax receipts for recent fiscal years. The staff says that the rates 
set forth in the pamphlet are accurate as of April 1 , 1987.
The pamphlet, “Schedule of Present Federal Excise Taxes (JCS-13-87),” is 
available for $1.00 from the Superintendent of Documents, U.S. Government 
Printing Office, Congressional Sales Office, Washington, D.C. 20402.
Implementation of Government Securities Act—Temporary regulations 
implementing the Government Securities Act were issued by the Treasury 
Department in the May 2 6 , 1987, edition of the Federal Register (pp. 19642-712). 
They require registered government securities brokers or dealers to file with 
designated examining authorities an unaudited balance sheet, prepared in 
accordance with generally accepted accounting principles. The temporary rule was 
effective May 2 6 , 1987.
If further information is needed after reading the temporary regulations, 
contact Ellen Seidman at the Treasury Department (202/376-4304).
Single Audit Act Compliance Generally Effective, Says OMB—In a transmittal 
letter accompanying the first annual report to Congress on the Single Audit Act by 
the Office of Management and Budget, Director James C. Miller III said, “we believe 
that federal agencies and state and local governments are off to a good start in 
getting the act implemented. The agencies found that some audit reports needed 
additional work, but on the whole a sample showed the quality of audits was 
satisfactory, considering that the law has been in effect a little more than a year.”
Magnetic Media Returns—Final IRS regulations on the required use of magnetic 
media in filing tax returns were published in the May 21 issue of the Federal 
Register. Information required by certain forms to be filed for the purpose of making 
a tax return must be provided on magnetic media unless the person is a low- 
volume filer or has been granted a waiver. Failure to do so will be treated as a 
failure to file the return. The regulations became effective on May 21 and apply to 
calendar year returns beginning after December 31, 1987.
Notification on IRAs—In information release (IR-87-70) issued on June 2, the IRS 
said that trustees and issuers of IRA accounts must provide annual reports to IRA 
holders and the IRS for 1987 and later years that show the fair market value of the 
IRA determined as of December 31 of the year for which the report is made. This 
reflects requirements under TRA ’86.
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The Financial Accounting Standards Board has reached tentative conclusions in 
the following areas:
Accounting for Income Taxes (changes to exposure draft proposals) —
□  The effective date of the final statement should be for fiscal years beginning after 
December 15, 1988.
□  When financial statements for prior years are restated, all purchase business 
combinations consummated in those years should be remeasured, but not if they 
were consummated in prior years that are not restated.
□  For a purchase business combination consummated in a prior year that is not 
remeasured, any differences between the remaining balances of assets and 
liabilities and the tax bases of these items should be considered to be temporary 
differences.
Transition Method for Deferred Taxes in Regulated Enterprises —
□  Deferred tax balances attributable to plant in service should be adjusted for 
changes in tax rates, and the amount of that adjustment should be classified as 
an amount payable to customers.
□  A difference between the book and tax basis of plant in service for which 
deferred taxes were not previously provided should be considered to be a 
temporary difference. An enterprise should recognize a deferred tax liability and 
an asset that represents the probable future revenue to be provided to pay that 
deferred liability. The amount to be recognized should be computed the same as 
for temporary differences for which tax benefits are flowed through to customers.
□  Construction in progress should be adjusted to the amount that would have 
resulted from applying the new statement to account for construction in progress 
in all prior years.
Majority-owned Subsidiaries —
□  Tentative agreement has been reached to proceed with deliberations for a final 
statement on consolidation of majority-owned subsidiaries because this aspect 
can be separated from the remainder of the overall project, such as the reporting 
entity concept.
The effective date would be delayed by one year to fiscal years ending after 
December 15 , 1988, but interim period information for periods ending after 
December 15 , 1987, would have to be restated when included in annual financial 
statements after the effective date.
CFMEISales and Leasebacks —
□  A proposed exposure draft was tentatively approved, pending resolution of 
several related matters, that address certain inconsistencies between FASB 
Statement no. 13, Accounting for Leases, and no. 66, Accounting for Sales of 
Real Estate.
On another matter, the FASB has approved the release for comment of a 
proposed technical bulletin regarding implementation matters on the application of 
Statement no. 65, Accounting for Certain Mortgage Banking Activities. Issues 
discussed include a definition of a normal service fee for mortgage sales with 
servicing retained, application of the interest method to excess service assets and 
accounting for purchased service rights when there are induced refinancings.
FASB Makes 
Tentative Decisions 
in Four Areas
At a hearing panel of Regional Trial Board XI in New York on November 2 0 , 1986, 
Martin J. Levenson of New York City was found guilty of violating the Rules of 
Conduct of the Institute’s Code of Professional Conduct in that he failed to 
adequately supervise certain engagements, permitted his name to be associated 
with financial statements so as to imply he was acting as an independent public 
accountant while not complying with GAAS, and failed to comply with certain 
technical standards set by the Institute’s accounting and review services committee.
In addition to admonishing him, the panel voted that Mr. Levenson, who was 
present at the hearing, complete specified CPE courses by December 3 1 , 1987, and 
that he submit to the panel by March 3 1 , 1987, two examples of financial 
statements prepared by him or by staff under his supervision. Otherwise, he was to 
be expelled from membership without further proceedings. Mr. Levenson did not 
provide the hearing panel with the required two examples of financial statements 
and his expulsion from membership therefore became effective on March 3 1 , 1987.
Two of the AICPA’s recent public service brochures, described by Virginia Knauer, 
director of the U.S. Office of Consumer Affairs, as “splendid public service 
projects” deserving national attention, are receiving just that.
Choosing a Credit Card? These 25 Tips May Save You Money, published last 
year, is one of their five most popular publications, according to the Consumer 
Information Center (Department 32, Pueblo, Colorado 81009) from which free 
copies are available. This fact was cited in a nationally syndicated Sunday 
supplement, Parade Magazine. Almost 200,000 copies have been distributed.
Planning for the Future: Your Social Security Benefits, which provides answers 
to basic questions and concerns about the Social Security process, has been 
available for less than three months, and 270,000 copies have been distributed.
Bulk order requests can be filled by the AICPA order department at $6.00 per 
hundred for either brochure. Please specify product no. 889312 for Credit Card; 
product no. 889331 for Planning.
The first four publications of a planned series, “Professional Accounting in Foreign 
Countries,” have been issued by the AICPA. These documents focus on the 
differences between generally accepted auditing standards and generally accepted 
accounting principles as observed in the U.S., compared with the standards of the 
subject country.
The currently available publications include
□  The Accounting Profession in Canada (Product no. 010036), priced at $20; $16 to 
members;
□  The Accounting Profession in the Netherlands (Product no. 010055), priced at 
$20; $16 to members;
□  The Accounting Profession in Sweden (Product no. 010040), priced at $20; $16 to 
members;
□  The Accounting Profession in the United Kingdom (Product no. 010021), priced 
at $20; $16 to members.
Also available is a post binder for these and subsequent studies (Product no. 
010267), priced at $20; $16 to members. Write to the AICPA order department, or 
call 800/334-6961; in New York State, 800/248-0445.
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Brown Reappointed 
to FASB
Client Bulletin to 
Feature Tax 
Planning
Then and Now on 
the Centennial
CEA Program 
Moves Ahead
GASB Issues 
Codification
American CPAs in 
Europe Start 
Organization
Victor H. Brown has been appointed to a second five-year term, effective January 1, 
1988, as a member of the Financial Accounting Standards Board.
Mr. Brown has had a varied career which has included vice presidencies at 
Firestone Tire and Rubber Company and Standard Oil Company (Indiana). He was 
also national director of operations for Touche Ross & Co. and chairman of the 
accounting department at the University of Buffalo.
The entire six-page issue of the August CPA Client Bulletin will be devoted to the 
subject of tax planning. This subject is of particular importance in 1987 in view of 
the Tax Reform Act of 1986.
Subscribers, including those whose subscriptions begin with this issue, can 
obtain extra copies for $6.00 per lot of 25. Nonsubscribers may obtain copies of the 
August Bulletin for $12.00 per lot of 25. Prices do not include a shipping and 
handling charge. No imprinting is available on these special orders. To order, write 
to the AICPA circulation department.
As an unofficial adjunct to the AICPA’s centennial celebration in New York City 
this fall, the Academy of Accounting Historians is sponsoring an exhibit at 
Columbia University from September 1 to November 25, entitled “The Origins of a 
Great Profession.” These books and manuscripts, selected from the Montgomery 
Collection, range from Fra Pacioli (1494) to Anyon (1925) and will be on display in 
the Rare Book and Manuscript Library at the Butler Library (6th floor).
Not to be outdone, the AICPA library will also display its treasures during the 
celebration, including an early 19th century facsimile of George Washington’s 
account book and its copies of Pacioli’s Summa de Arithmética.  
The AICPA CPE division’s educational achievement program in personal financial 
planning (see January 15 Letter) has received nationwide acceptance. The 
introductory course, Adding Personal Financial Planning to Your Practice, is being 
offered through the state CPA societies. It provides an overview of the entire 
program which will consist of 7 integrated courses, with a recommended total of 88 
CPE credit hours.
Two additional CEA programs will be introduced in the spring of 1988: 
Microcomputer Consulting and Government Auditing and Accounting.
For more information on this certificate program and a schedule of 
presentations of the introductory course, call 800/AICPA-NY; in New York State 
call 212/575-5696.
The Governmental Accounting Standards Board has issued its second codification 
of Governmental Accounting and Financial Reporting Standards, as of June 15,
1987.
GASB Statement no. 1, Authoritative Status o f  NCGA Pronouncements and 
AICPA Industry Audit Guide (July 1984), continued in force then effective 
pronouncements of these groups. This 514-page publication is a codification of 
those pronouncements and GASB pronouncements issued through June 1 5 , 1987. It 
is intended to provide authoritative guidance for state and local governmental 
entities.
Copies are available at $20 each from the GASB order department, P.O. Box 
3821, Stamford, Connecticut 06905-0821.
Some 35 American CPAs are in the process of forming an informal CPA society in 
Europe (ACPASE) devoted to training and the examination and discussion of 
matters of mutual interest.
For information, write to G.R. Smith, Jr., Secretary, ACPASE, USMCA-WSB 
Box 152, APO New York 09457.
Washington Briefs Law Professor to Be Named to SEC Post — David S. Ruder, a law professor at
Northwestern University, has been nominated by President Reagan to succeed John
S.R. Shad as chairman of the Securities and Exchange Commission. He was 
formerly dean of Northwestern’s School of Law. According to a White House 
official, one reason for the selection of Mr. Ruder is that he has not actively 
practiced law for more than ten years and would not have conflicts of interest with 
or taint from current investigations.
JCT Staff Issues Explanation of 1987 Technical Corrections Bill — The Joint 
Committee on Taxation staff has issued a booklet (JCS 15-87) explaining many of 
the provisions in the proposed Technical Corrections Act of 1987 (HR 2636 and 
S 1350). Included are discussions relating to penalties for understatements of 
income, reporting rules for real estate transactions, restrictions on passive losses 
regarding tax shelters and basic recovery rules for pension distributions.
Copies at $6 each may be obtained from the Superintendent of Documents, 
Government Printing Office, Washington, D.C. 20402. The telephone no. is 
202/275-3030. The stock no. is 052-071-00748-2.
Repurchase and Reverse Repurchase Rules Issued — The SEC has adopted final 
rules involving the treatment of repurchase and reverse repurchase agreements 
entered into by registered broker-dealers (Release no. 34-24553, as published in the 
June 11 issue of the Federal Register). Their purpose is to provide for potential 
losses as a result of holding securities in inventory with varying degrees of risk. If 
further information is needed after reading the rules, contact Michael Macciaroli of 
the SEC at 202/272-2904.
Final Regulations Issued on Employee Tips — The IRS has adopted final 
regulations and withdrawn temporary regulations relating to employee tip reporting 
and substantiation requirements (June 8 Federal Register). The regulations provide 
rules on employee-originated petitions for a reduction in the tip allocation rate. 
They reflect changes made by TRA ’84 and TRA ’86. For further information after 
reading the regulations, contact Gail H. Morse of the IRS at 202/566-3297.
Wages Not Subject to Withholding — Proposed and temporary IRS regulations 
would require specified written notification to employees, whose wages are not 
subject to income-tax withholding, that they may be eligible for the refundable 
earned income credit (June 11 Federal Register). Comments on the proposed rules 
are due by August 10. After reading the proposed and temporary regulations,
Robert Ginsburgh of the IRS may be contacted for further information at 
202/566-3297.
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Editor’s Note:
Highlights of Board 
of Directors Meeting
AICPA Board Rejects 
Proposed FTC 
Consent Order
See page 3 for Action Alert on Fiscal Year Legislation.
At its meeting on July 16-17, the AICPA board of directors:
□  Decided to contest a proposal of the Federal Trade Commission’s staff to settle its 
two-and-one-half year investigation of a number of AICPA rules of conduct (see 
below for separate story);
□  Authorized the formation of an Institute-sponsored captive insurance company 
to be owned by members who would participate with the commercial insurance 
market in underwriting professional liability insurance for local and regional 
firms. The authorization is subject to legal review to assure that the AICPA 
would have no liability for the activities of the captive;
□  Authorized the term of members of the auditing standards board to begin on 
January 1 of each year, rather than with the AICPA annual meeting, so as to better 
coincide with the ASB’s workload;
□  Decided to ask council at its next meeting to consider the process by which 
nominations are put forth for the executive committees of the private companies 
practice section and the SEC practice section of the division for CPA firms;
□  Authorized development of an accreditation program for the personal financial 
planning division and combining of the efforts of the AICPA specialization 
committee with those of the National Accreditation Board sponsored by the 
Colorado CPA Society;
□  Approved AICPA support for most of the recommendations of the National 
Commission on Fraudulent Financial Reporting. Agreed to oppose 
recommendations relating to the restructuring of the auditing standards board 
and prior audit committee approval of MAS services for public company audit 
clients (see page for separate story);
□  Received a report on the communications program developed to inform the 
membership about the mail ballot planned for November to implement the Plan 
to Restructure Professional Standards. The plan responds to a member survey 
indicating how they want to receive information from the AICPA.
The AICPA board of directors, at its July meeting, decided to contest a proposal by 
the FTC staff to end its investigation of certain Rules of Conduct. The FTC staff had 
concluded that several provisions of the AICPA rules violate Section 5 of the 
Federal Trade Commission Act, and asked the Institute to sign a consent order 
agreeing to substantial changes in the rules.
The FTC staff position was reached after a two-and-a-half-year nonpublic inquiry. 
The proposed consent order would have required amendments of the AICPA Rules of 
Conduct to permit members to accept commissions, contingent fees for nonattest 
engagements, use trade names, pay for referrals, engage in unrestricted advertising 
and vouch for the achievability of forecasts, all presently prohibited activities. The
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FTC staff also proposed to permit accounting firms to practice as commercial 
corporations with non-CPA ownership of shares, which is presently prohibited.
The board unanimously agreed to take all appropriate legal steps to resist any 
action the FTC may take against the AICPA. It concluded that the proposed order is 
inconsistent with positions adopted by council; contrary to the best interests of the 
public at large, the profession generally and Institute members specifically; and 
prejudicial to the plan to restructure professional standards. The board reaffirmed 
the timetable calling for a referendum on The Plan to Restructure Professional 
Standards in the fall.
Because the board believes that it is highly desirable to concentrate its efforts 
on litigating with the FTC the propriety of the ethical rules, it concluded that 
enforcement of those portions of the rules challenged by the FTC should be 
suspended until the FTC proceeding is resolved. Complaints under those rules 
presently under investigation and those received during the period of enforcement 
suspension will be based on the rules as finally determined.
The board will seek ratification of its decision at the meeting of council on Sept. 18.
AICPA Testimony 
Supports Treadway 
Commission
In testimony before the Subcommittee on Oversight and Investigations of the House 
Committee on Energy and Commerce on July 22, AICPA officials supported most of 
the recommendations of the National Commission on Fraudulent Financial 
Reporting and outlined the broad initiatives taken by the accounting profession to 
improve financial reporting and to detect and prevent fraud. Representing the 
Institute were AICPA Board Chairman J. Michael Cook, President Philip B. Chenok, 
Jerry D. Sullivan, chairman of the auditing standards board, and Theodore C. 
Barreaux, AICPA vice president for Washington activities.
Chairman Cook stated that the Institute would play an important role in 
implementing the final recommendations of the commission through a newly 
formed committee consisting of members of the five organizations that sponsored 
the commission.
In outlining the initiatives taken by the AICPA to improve audit quality, Cook 
cited the 10 proposed auditing standards which clarify the auditor’s responsibility 
for fraud, improve communication about the audit process and call for warning 
when there is a possibility of business failure. He agreed that auditing 
responsibilities can be expanded and performance improved, stating that 
“maintaining and improving the quality of audits has always been the AICPA’s 
primary goal.”
Cook concluded by noting that much has been done, but the profession has an 
unending challenge to see that financial reporting meets the changing needs of 
society. “We will continue to address those needs conscientiously, responsibly and 
in a timely manner,” he said.
Cook to Speak on 
Ethics
“A Crisis in Confidence: Ethics in American Business” is the topic of a speech to be 
given by AICPA Board Chairman J. Michael Cook before the August 14 luncheon 
meeting of the Commonwealth Club of California in San Francisco.
AICPA and CSCPA members are invited to attend at a cost of $16. For further 
information, contact the club at 415/362-4903.
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ACTION ALERT
MEMBER ACTION URGED ON FISCAL YEAR LEGISLATION
Earlier this year, thousands of CPAs wrote to their congressmen and senators about the issue of year-end conformity, 
bringing to Congress’s attention the need to correct the adverse impact of the calendar-year requirement in TRA ’86 for 
partnerships, S corporations and certain personal service corporations. AICPA-supported corrective legislation has 
now been introduced in the Senate and the House, and an even greater effort is needed now to ensure its passage.
The purpose of this report is to urge members to seek support and co-sponsorship from their U.S. senators and 
congressmen for the AICPA-supported legislation.
Senators Max Baucus (D-MT) and John Heinz (R-PA) introduced S. 1520, joined by 8 Senate Finance Committee 
colleagues. Congressman Ronnie Flippo (D-AL) introduced a companion bill, H.R. 2977, with 30 co-sponsors. This 
legislation would modify Section 806 of TRA ’86.
What the Legislation Would Do
The legislation would permit most partnerships and S corporations to retain their fiscal years, by requiring the 
partners and owners to make enhanced estimated tax payments based on their deferred income. It would permit 
these entities to retain a tax year that suits their business needs, while eliminating most of the resulting tax deferral. In 
essence, these entities and their owners would be on a “pay as you earn” basis, just as most other taxpayers have been 
for many years.
PSCs could also elect to retain their fiscal years. If ratable payments to the owners have not been made by 
December 31, some or all of the corporate deduction will be postponed to the following corporate year. Ratable 
payments can be based upon experience from the prior corporate year.
A more detailed explanation appears below.
What the Institute Has Done
The Institute has made massive and thoughtful efforts over the past six months to help develop legislation which 
would resolve the very serious problems of year-end tax conformity, while meeting the mandatory requirement that 
such legislation be revenue neutral. It strongly supports the proposed legislation.
AICPA Board Chairman J. Michael Cook and President Philip B. Chenok have written to every senator and 
congressman urging their co-sponsorship of this legislation. Among the points raised in their letters were the 
following:
□  The legislation would correct a stringent, unnecessary and unworkable requirement added to TRA ’86 without 
debate, hearings or a complete understanding of the consequences to many taxpayers.
□  The current requirement not only creates significant hardships for small business owners, but it will create 
mayhem in CPA firms during the tax season. It will also place an unreasonable burden on the IRS.
□  There are important business reasons for selecting a fiscal year.
□  The proposed legislation recognizes that the compliance costs imposed by TRA ’86 far exceed any possible benefit 
by a wide margin.
Reasons Why the Legislation is Needed
□  Section 806 of TRA ’86 will make it difficult, and in many cases impossible, for taxpayers and return preparers to 
complete partnership and S corporation returns in sufficient time to allow partners and shareholders to file 
individual income tax returns by the original due date. This will necessitate costly and inconvenient extensions of 
time to file returns. Encouraging the filing of extended tax returns is inconsistent with the best interests of our self- 
assessment system.
□  Under Section 806, all affected entities would be required to incur the costs of closing their books two times and 
filing two sets of tax returns (both federal and state) for each of the two periods ending in calendar 1987. This cost 
and administrative burden should not be imposed on the affected entities, many of which are engaged in small 
business.
□  It is in the public interest to encourage staggered tax return filing dates through the use of fiscal years. The IRS, 
taxpayers, and tax practitioners can better meet tax filing requirements if the demands are spread throughout the 
year. Tax compliance will not be enhanced by compressing tax filing requirements into a short time period, as 
required by this provision.
□  The change required by Section 806 will be disruptive and counterproductive to the economy. Because Section 
806 applies to existing as well as newly formed entities, businesses which have used a fiscal year for many years 
will now have to amend contracts, compensation arrangements, and retirement and employee benefit plans.
□  Section 806 will present significant scheduling problems for CPA firms which will be required to compress tax 
return preparation, financial reporting, and auditing work into a short time period. In this regard, the provision 
will overturn past IRS actions in promulgating flexible and reasonable rules which allowed the selection of a fiscal 
year other than the calendar year to “even out” both professional workloads and IRS processing requirements.
□  There are many legitimate business reasons for selecting a fiscal year rather than a calendar year. Often, fiscal years 
are chosen to coincide with the “natural business year” of an entity. This provision will cause tax requirements to 
interfere improperly with business operations.
□  This provision will increase the annual return processing costs for the IRS by increasing certain peak points in the 
filing cycle. This is inconsistent with Congressional and other recommendations to stagger return filing to 
alleviate the heavy workload that has precipitated processing problems in recent years.
(continued)
What AICPA Members Should Do Now—
As it is imperative that this legislation be enacted as quickly as possible, the Institute is encouraging all members to 
contact their Senators and Congressmen immediately asking them to co-sponsor and vote for the legislation. Letters 
should explain the serious problems current law is creating for small business owners and for CPA firms. Be sure to 
mention the bill numbers: S. 1520 for Senators; H.R. 2977 for Congressmen.
All Senators and Congressmen need to be contacted but since this is a tax issue, particular attention should be given 
to those members of the Senate Finance Committee and House Ways and Means Committee who are not yet co­
sponsors. They are:
Sen. Lloyd Bentsen (D-TX) 
Sen. Bill Bradley (D-NJ)
Sen. David Pryor (D-AR)
Rep. Dan Rostenkowski (D-IL) 
Rep. J. J. Pickle (D-TX)
Rep. Pete Stark (D-CA)
Rep. Richard Gephardt (D-MO) 
Rep. Frank Guarini (D-NJ)
Rep. Donald Pease (D-OH)
Sen. Bob Packwood (R-OR) 
Sen. Malcolm Wallop (R-WY) 
Sen. David Boren (D-OK)
Sen. George Mitchell (D-ME)
Rep. Brian Donnelly (D-MA) 
Rep. Michael Andrews (D-TX) 
Rep. Jim Moody (D-WI)
Rep. Charles Rangel (D-NY) 
Rep. Andrew Jacobs (D-IN) 
Rep. Ed Jenkins (D-GA)
Sen. John Rockefeller (D-WV) 
Sen. Robert Dole (R-KS)
Sen. David Durenberger (R-MN)
Rep. Tom Downey (D-NY)
Rep. Marty Russo (D-IL)
Rep. Barbara Kennelly (D-CT) 
Rep. Sander Levin (D-MI)
Rep. Bill Archer (R-TX)
Rep. William Thomas (R-CA)
Please send copies of letters and any replies to the AICPA Washington office, sttention: Mary Frances Widner, at 1445 
Pennsylvania Avenue, N.W. 20004-1007. An informational package on the legislation is available from political & 
legislative affairs division of the AICPA in Washington at (202) 737-6600.
Explanation of Legislation to Modify 
Tax Year Conformity Requirement (Section 806) of TRA ’86
An Elective Provision
The legislation provides an option. An entity may choose whether it wants to retain its fiscal year or switch to the 
calendar year under the TRA ’86 rules. The election would be made by the entity and not by the individual owners.
Partnerships and S Corporations
The legislation would permit most partnerships and S corporations to retain their fiscal years, as long as the owners 
make enhanced estimated tax payments to offset any tax deferral that results from the mismatch between the entities’ 
and owners’ tax years. The legislation would permit these entities to retain a tax year that suits their business needs, 
while eliminating any resulting tax deferral. This would be accomplished by increasing each of the two safe-harbors 
(100 percent of prior year’s tax or 90 percent of current year’s tax) by a percentage of the prior year’s deferred income. It 
is proposed that this will be 35 percent for 1987 and 28 percent in the following years with a phase-in over four years.
Personal Service Corporations (PSCs)
For PSCs, the solution is to postpone the deduction at the corporate level if ratable payments to owners have not been 
made prior to December 31. Ratable payments can be based upon experience from the prior corporate year in order to 
avoid the necessity of predicting income or payments for the remainder of the current year.
Tiered Structures
It was recognized that retention of fiscal years could create an abusive situation where tiered ownership structures are 
used. To avoid this, the legislation provides that a partnership, S corporation or PSC which receives a major part of its 
gross income from a partnership or S corporation and which has a different tax year from the related entity, is not 
allowed to retain its fiscal year. This prohibition is not intended to apply to the nonabusive situations such as where 
the entity has an equity interest in another entity which is not substantial in relation to the owning entity’s entire 
activity.
Key Points to Remember
□  One of the purposes of the TRA ’86 conformity requirements is to eliminate the benefits of tax deferral and to 
collect the taxes closer to the time the income is earned. The legislation reduces the deferral significantly and 
requires tax dollars to be paid earlier. However, the total taxes paid will be no greater than would have been paid 
under prior law or with the TRA ’86 switch to the calendar year.
□  There is a four-year phase-in of the enhanced estimated tax payments which corresponds to the four-year income 
spread in TRA ’86.
□  Those entities which would be allowed to remain on or to adopt a natural business year under TRA ’86 can still do 
so without being subjected to the above requirements.
□  Any entity which comes under this proposal and which newly elects or changes a fiscal year must select a year 
ending no earlier than September 30. Included in this option are C corporations which elected S corporation status 
and changed to a calendar year.
□  Taxpayers with aggregate deferred tax of $200 or less with respect to electing partnerships and S corporations are 
exempt from the enhanced estimated tax requirement.
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Property and Liability Insurance Companies, a proposed audit and accounting 
guide, has been issued for exposure, with a due date for comments by October 31.
It describes the operating conditions and auditing procedures unique to the fire and 
casualty insurance industry. The proposed guide would supersede Audits of Fire 
and Casualty Insurance Companies. Copies are available, upon written request, to 
the AICPA order department (product no. G00287).
A proposed Statement of Position would amend the guide, Audits of Airlines. It is 
titled Accounting for Frequent Travel Awards Programs, Developmental and 
Preoperating Costs, Sales and Exchanges of Take-off and Landing Slots, and 
Airframe Modifications. Comments are due by August 31. Copies of the proposal 
(product no. G00266) are available by writing to the AICPA order department.
Consolidated Financial Statements and Accounting for Investments in Subsidiaries 
(E30) is the title of the latest exposure draft by the International Accounting 
Standards Committee. It will be published on September 1, with the comment 
period expiring on February 29, 1988.
The draft reflects changes in the preparation of consolidated financial 
statements since the issuance of IAS 3 in 1976. The major changes from IAS 3 are a 
new definition of “control” and the requirement to consolidate those subsidiaries 
whose business activities are dissimilar to those of other enterprises in the group.
The new definition of “control” expands the concept beyond that of ownership. 
It is now defined as “the power to govern the financial and operating policies of the 
management of an enterprise so as to obtain benefits from the activities of the 
enterprise.” It acknowledges that, while control usually results from direct or 
indirect ownership, it may be granted by statute or long-term agreement, or result 
from the ability to appoint the majority of directors even when less than one half of 
the voting power of the subsidiary is owned.
Copies of the exposure draft may be obtained, after September 1, by writing to 
the AICPA order department for product no. G00364.
Robert F. Froehlke, president and chief executive officer of IDS Mutual Fund Group, 
has been named to the Public Oversight Board to fill the vacancy created by the 
resignation of Arthur M. Wood. Mr. Froehlke recently retired as chairman of the 
board of Equitable Life Assurance Society of the U.S. and was Secretary of the 
Army from 1971-73. The POB oversees the self-regulatory program of the SEC 
practice section of the Institute’s division for CPA firms.
Last Chance to Be Part of the AICPA Centennial
A record attendance is expected at the AICPA’s centennial annual meeting and accounting 
exposition in New York on September 19-23. Are you planning to be there?
The program features such speakers as New York Mayor Edward Koch, Jeanne Kirkpatrick, 
former ambassador to the United Nations, Paul A. Volker, recently retired Federal Reserve chairman 
and Art Buchwald, internationally known commentator and humorist.
A wide variety of professional and social activities is being offered. The technical program 
includes updates on accounting, auditing, tax and MAS developments. The social program features 
tours by land and sea, plus a 10 kilometer run through Central Park for the athletically inclined.
If you have not already registered, you can still join your colleagues at this once-in-a-lifetime
For further information, or registration, contact the AICPA’s meetings department: 
212/575-6451.
IASC to Issue 
Exposure Draft on 
Consolidated 
Statements
Two AICPA Exposure 
Drafts Issued
Froehlke Named to 
POB
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FASB Changes 
Exposure Draft; to 
Reissue Another
Unaccustomed as I 
Am.. .
PAC Can Help Make 
CPAs Visible
The Financial Accounting Standards Board has tentatively decided to make the 
following changes in its exposure draft, Accounting for Income Taxes, on which 
comments are due by November 17:
□  All adjustments for the tax effect of a change in tax laws or rates should be 
reported in continuing operations;
□  The manner of reporting the tax benefit of an NOL carryforward (or carryback) 
should be determined by the source of income (or loss) in the current year and 
not by the source of the loss carryforward (or taxes paid) in a prior year.
Cash flow reporting — The FASB tentatively reconfirmed that a cash flow statement 
should, among other things:
□  Provide information about gross operating cash receipts and payments, that is, 
use the direct method of presenting cash flow from operations;
□  Classify interest collected or paid and the cash consequences of other revenue 
and expense items as operating cash flows unless receipt or payment is more 
than approximately a year before or after related goods or services are received or 
provided;
□  Exclude noncash investing and financing transactions.
Information about noncash investing and financing transactions and a 
reconciliation of net cash flow from operations to net income should be disclosed 
in separate schedules, and reporting of cash flow per share should be prohibited.
A revised exposure draft is expected to be issued this fall.
To encourage CPAs to seek or accept invitations to speak before business-oriented 
groups, the AICPA has revised or updated six speeches, especially for the member 
who does not have time to research the facts. Each of the approximately 20-minute 
presentations can be given verbatim or can be modified by the speaker to suit 
individual style or references to personal experiences. These speeches are 
To Sell or Not To Sell — Geared to small business owners, this speech outlines the 
steps necessary to determine if the business should be sold and how to go about 
getting the best possible price. (Product no. is G00252.)
How CPAs Solve the Problems of Small Business Owners — Again directed toward 
small business owners, this text discusses the problems common to small 
businesses and the steps necessary to solve them (G00253).
Keeping It All in the Family: The Problems of Succession in Family Businesses — 
This discusses estate planning for the family business owner (G00254).
How to Be Sure Your Business Is Located in the Right Place — It offers advice to 
the small business owner on how to determine the best site for the business 
(G00221).
How to Get the Bank Loan You Need — This speech offers tips on how business 
owners can get needed loans (G00201).
Microcomputer Applications for Small Businesses — It discusses how CPAs can 
help in developing computer applications for small businesses (G00251).
For free copies of any of these speech texts, write to the AICPA order 
department, specifying the product number.
Over ten years ago, the Institute created the AICPA effective legislation committee 
to support members of the U.S. Congress who are sympathetic to the issues of 
importance to the accounting profession.
In the past, contributions to the fund have been solicited from AICPA members 
by means of letters and pamphlets. During this period the PAC has made donations 
to 235 Members of Congress. Now, as the 1987-88 campaign cycle gets underway 
and with the Institute’s expanded activities in Washington, the effective legislation 
committee urges all members to contribute to the PAC. To facilitate this effort, a 
special check-off section has been added to the dues notice, recently mailed.
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The Tenth National AICPA Conference on Savings Institutions will be held at the 
Grand Hyatt Hotel in Washington, D.C. on September 9-10, to be followed by an 
optional one-day program.
 The conference features lectures and panel discussions by CPAs, thrift 
executives and regulators. Major topics include updates on legislative 
developments, FHLBB activities and the future of the FSLIC; implementing the 
new FASB standard on loan fees; structured mortgage financing; troubled debt; and 
tax issues affecting savings and loan institutions.
Registration for the conference is $395, with recommended CPE credit of 16 
hours. For practitioners desiring more in-depth information on FHLBB activities, 
thrift taxation and asset/liability management, a one-day optional program will be 
held on September 11. Price is $60 and recommended CPE credit is four hours.
For information contact the AICPA meetings department (212/575-6451).
The Grand Hyatt Hotel will also be the site of the National Banking Conference to 
be held on November 12-13. The two-day program will consist of lectures and 
concurrent sessions so that participants may pursue their particular interests in 
smaller groups.
Areas to be discussed include emerging bank auditing, accounting and 
reporting issues; foreign loans; accounting for loan sales and purchases; financial 
instruments; and tax implementation issues.
The fee for the conference is $395 and recommended CPE credit is 15 hours. 
For further information, contact the AICPA meetings department (212/575-6445).
Registrations are still open for the Small Firm Conference to be held in Baltimore 
on August 20-21. While dealing with problems of all small firms, the conference 
will focus on those of sole practitioners and firms with two or three partners. 
Registration is $300. For information, contact the AICPA meetings department 
(212/575-6442).
The insurance committee has announced that the AICPA Insurance Trust’s 1987 
refund will exceed the $45 million mark for the first time in its history. All age 
classifications and all plans — CPA Plan, Group Insurance Plan and Long-term 
Disability Income Plan — will participate in the distribution. Refund checks have 
been scheduled for mailing in August.
NOTICE OF AICPA MEETINGS
AICPA Annual and Council Meetings
Notice is hereby given to the membership, pursuant to Section 5.1 and 5.1.3 of the bylaws, that the 
regular annual meeting of the Institute will convene at 1:30 p.m. on September 1 9 , 1987, in the New 
York Hilton Hotel, New York City, to hear an address by Board Chairman J. Michael Cook and to 
consider other business.
Council will convene at 9:00 a.m. in the New York Hilton Hotel on September 18 , 1987, to 
consider the Institute’s 1987-1988 budget, elect officers of the Institute and consider other matters that 
may be brought before the meeting.
Professional Ethics
An open meeting of the professional ethics executive committee will be held on September 1 in 
Boston, Massachusetts, at the Four Seasons Hotel, starting at 9:30 a.m. The following proposed rulings 
under Rule 101 will be considered for exposure:
□  Use of Non-independent CPA Firm on an Engagement;
□  Financial Interest in a Cooperative Apartment, Condominium, or Home Owner’s Association.
Changes from these notices will be reported by the meetings telephone information service.
The number is 212/575-5694.
Conferences Set for 
Savings Institutions 
and Banking
Insurance Refunds 
at All-time High
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Washington Briefs IRS Rules on Interest Expense — The IRS has published in the Federal Register 
(July 2) proposed and temporary rules on the allocation of interest expense for 
applying the limitations on passive activity losses and credits, investment interest 
and personal interest. Comments are due August 31. The proposal would provide 
that deductions from passive activities generally may not offset other income. For 
information, after review, contact Michael J. Grace at the IRS (202/566-3288).
IRS to Reorganize National Office — Under a reorganization plan announced by 
IRS Commissioner Gibbs, three new top positions will be created and four 
positions will be eliminated. To serve in the newly created post as Senior Deputy 
Commissioner (chief operating officer) will be Michael J. Murphy, currently Mid- 
Atlantic regional commissioner. He will oversee two deputy commissioners; 
Charles Brennan (operations) and John Wedick (planning and resources). The three 
designees will assume these positions when the overall reorganization plan is set.
Mentz to Leave Treasury — Assistant Treasury Secretary for Tax Policy, Roger J. 
Mentz is returning to private law practice and is expected to be replaced by his 
deputy, O. Donaldson Chapoton.
IRS Provides Guidance on Change of Accounting Period — The IRS has issued an 
advance revenue ruling (87-57) and an advance revenue procedure (87-32) which 
provide guidance for partnerships, S corporations or personal service corporations 
which want to adopt, retain or change their tax year. The ruling provides that a 
change will be approved if a substantial business purpose is established. “If a 
requested tax year creates deferral or distortion,” said the IRS, “the taxpayer’s 
nontax factors must demonstrate compelling reasons for the requested tax year.”
FDIC Amends Policy on Audits — In an amendment (see Federal Register of June 
24) to the policy requiring certain applicants for FDIC insurance to have a full- 
scope audit by an independent public accounting firm, the FDIC has clarified the 
statement to require that the audit be conducted by a CPA.
SEC Seeks Accountants — The SEC has openings for accountants/CPAs with three 
years professional experience in a public accounting firm, dealing with corporate 
accounting and reporting practices of commercial or finance companies. Salary 
range: $32,567 - $50,346. Contact Edith Hocutt, SEC, Room 1C45, 450 5th Street, 
N.W., Washington, D.C. 20549 (202/272-7064) by August 21.
AICPA Washington Office Moves — The Institute’s Washington office has relocated 
to 1455 Pennsylvania Avenue, N.W., Washington, D.C. 20004-1007. The telephone 
number is 202/737-6600.
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FOR EXCELLENCE IN OUR SECOND CENTURY— 
A PLAN TO RESTRUCTURE PROFESSIONAL STANDARDS
In November, all members of the American Institute of Certified Public 
Accountants will be asked to vote on six proposals designed to achieve Excellence 
in Our Second Century. The proposals are part of a Plan To Restructure 
Professional Standards—a plan developed to enhance the quality of the 
profession’s work through education and self-improvement. The plan has been 
overwhelmingly endorsed by the governing Council of the Institute and, as of this 
writing, 39 of the state CPA organizations.
This special issue of the Letter is devoted to informing the AICPA membership 
about this important profession-wide initiative.
Paramount 
Qualities 
of Members
Integrity; Objectivity; Competence; Commitment to the Public Interest; Excellence. 
These are qualities of paramount importance to members of the AICPA.
And these are the areas the Plan to Restructure Professional Standards 
addresses through six significant proposals. You will have the chance to make your 
voice heard when you are asked to vote on these proposals this November.
In voting on them, you will be asked to endorse
□  A revised Code of Professional Conduct;
□  Quality review for firms;
□  A restructured trial board system;
□  Continuing professional education (CPE) requirements for members in public 
practice;
□  New CPE requirements for members not in public practice;
□  Expanded educational requirements for future candidates for AICPA 
membership.
The proposals result from a program set in motion five years ago (two years 
before the start of the current Congressional hearings on the accounting profession) 
when the Special Committee on Standards of Professional Conduct was appointed. 
That Committee later became known as the Anderson Committee after its 
Chairman, George Anderson, managing partner of Anderson ZurMuehlen & Co. of 
Helena, Montana and a former chairman of the AICPA board of directors.
The Committee reached two important conclusions: First, the present Code of 
Professional Ethics is an inadequate guide to professional standards. Second, the 
profession should take steps to improve the quality of its work. Based on these 
findings, the Committee formulated a report that recommended sweeping and, at 
times, controversial changes in the profession.
The report was sent to the entire membership for review after it was considered 
at the 1986 spring AICPA Council meeting. An implementation committee, chaired 
by AICPA Vice Chairman Marvin Strait, managing partner of Strait, Kushinsky & 
Co. of Colorado Springs, Colorado, was appointed to consider members’ views on 
the proposed change.
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Together, this committee and state societies conducted membership forums in 
every state to elicit the membership’s views on the proposed recommendations. The 
committee then took these opinions, as well as those expressed in countless letters, 
and refined and modified the report to form the Plan to Restructure Professional 
Standards.
At its 1987 spring meeting, the AICPA governing Council overwhelmingly 
endorsed the Plan and strongly urged the membership to vote “yes” on each of the 
six proposals.
Under this proposal, the existing Code of Professional Ethics would become the 
Code of Professional Conduct. It would contain two sections: “Principles” and 
“Rules.” The “Principles” address members’ responsibilities, the public interest, 
integrity and objectivity, independence, due care, and scope and nature of services. 
Unlike the current Code, the proposed “Principles” are goal oriented and 
aspirational. Further, they define professional behavior positively and set 
guidelines to assure greater adherence to professional technical standards and 
ethical performance requirements.
Because the membership voiced concerns about some of the Code changes 
originally recommended in the Anderson Report—among them, contingency fees 
and commissions—the Plan to Restructure Professional Standards, in response to 
these concerns, restored these areas to the way they exist in the present Code.
Changes to the “Rules” include the deletion of Section 504, which prohibits 
incompatible occupations, those which cause conflicts of interest. Proposed Rule 
102 would now deal with these conflicts much more effectively. Also, that Part of 
Rule 505 which prohibits fictitious firm names would be deleted since this is 
inconsistent with the AICPA’s advertising rule.
Under this proposal, members in public practice would participate in a quality 
review program as a condition of AICPA membership. Firms that are members of 
the division for CPA firms already meet this requirement.
The proposal is designed to help every member in public practice elevate the 
quality of his or her practice which will, in turn, enhance the quality and prestige 
of the entire profession. It will also assure that members not in public practice 
receive a better product.
More to the point, it will help members to operate their practices more 
efficiently and provide more effective service to clients, both of which translate 
into the highest income for the firm. Improved quality will also help stem the 
widening exposure to third-party suits and their attendant costs.
The Institute and state societies will work cooperatively to develop a program 
which will call for firms to
□  Establish appropriate quality control policies and procedures;
□  Participate in a practice-monitoring review program;
□  Take action to correct deficiencies.
Steps will be taken to ensure the program is sensitive to the needs of local 
firms. For example, the initial reviews will be phased in based on the firm’s size 
and the nature of its practice. Larger firms will be reviewed first, followed by 
smaller firms, then sole practitioners. Thus, sole practitioners with no audit clients 
will have at least four years before undergoing their first review.
Proposal 1: 
Code of 
Professional 
Conduct
Proposal 2: 
Quality Review
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Proposal 3: 
Restructured 
Trial Board 
System
During this time, the AICPA will
□  Prepare a manual, especially for small firms, to help them meet the established 
standards;
□  Offer several CPE courses on quality review to help members prepare and qualify 
for their reviews;
□  Conduct, on request, “trial-run” confidential consulting reviews to help firms 
prepare for their reviews.
Also, reviews will be tailored to the type of firm. Thus, firms with no audit 
clients but which only issue compilation and review reports, the largest segment of 
the AICPA public-practice membership, will be subject only to “off-site” report 
reviews. The review of a local firm with audit clients will be directed toward 
specific engagements rather than the entire system.
Firms without financial reporting responsibilities will not be subject to quality 
review. They need only report annually that they have no audit, review, or 
compilation clients.
State societies will decide the extent of their involvement in the program. They 
have the options of full involvement (this would include scheduling reviews and 
overseeing their conduct, evaluating the results, and requiring corrective action); 
limited involvement (the state society, with AICPA concurrence, could decide 
which parts of the program it wants to administer); and no involvement (if so, the 
Institute would administer reviews in that state).
The monetary investment in these reviews will be minimal. An “off-site” 
review, for example, should cost no more than $250 a year, or $750 for the three- 
year review period. Considering the cost-saving dividends these reviews will yield, 
such as more effective auditing techniques and better-kept personnel records, the 
investment in quality will be money well spent.
Also, the program will be educational, rehabilitative, and corrective in nature, 
not punitive. If a practice-monitoring review uncovers a deficiency, the quality 
review committee may recommend
□  The firm’s personnel take additional CPE courses;
□  The firm change its quality control system, with a follow-up review if needed;
□  The firm engage another CPA firm to perform pre-issuance reviews of its audits, 
reviews, and compilation reports or to suggest changes in the firm’s quality 
control system;
□  The firm undergo special or accelerated reviews.
Disciplinary proceedings should be few in number and will happen only if a 
firm does not cooperate—a less than likely event—or has deficiencies so serious 
that corrective action cannot solve them.
There will be no public file. On an inquirer’s request, the Institute will provide 
only the following:
□  Confirmation of individual membership;
□  Date of the firm’s last quality review;
□  Advice that the inquirer might ask for a copy of the firm’s most recent review 
report (firms can decide whether or not to make copies available);
□  Guilty findings of trial boards.
This information is already available to the public. Moreover, the program will be 
one administered “by members for members.”
The goal of this proposal is to streamline the trial board system and promote 
fairness, impartiality, and consistency for AICPA members nationwide. It calls for 
the consolidation of the 12 regional trial boards into a single, centralized board. The 
12 regions would stay as they are, and three present or former Council members 
would be nominated from each. The resulting 36 members would then be appointed 
to regional sub-boards, with at least five members on each. Sub-board members will 
normally be from the region where the hearing is held or from neighboring regions.
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Proposals 4 and 5: 
CPE Requirements 
for Members
Under the fourth proposal, members in public practice would be required to take 
120 CPE hours every three years. Forty seven states already require CPE, and this 
proposal would set a nationwide standard.
The fifth proposal would require members not in public practice to take 60 
hours of CPE over a three-year period starting in 1989. After the first three years, 
the requirement would increase to 90 hours over three years. The CPE courses for 
this group would be broad based, tailored to the member’s specialization, and 
designed to raise the member’s value to his or her employer.
Proposal 6: 
Educational 
Requirements 
for Future 
AICPA Members
With this proposal, those seeking AICPA membership after the year 2000 must have 
150 semester hours of education, including a bachelor’s degree, from an accredited 
college or university. The goal is to ensure that future AICPA members meet the 
standards of competence and professionalism in the face of the technology 
explosion and the growing complexity of our global economy. Additionally, this 
added educational requirement will help create more well-rounded professionals.
Membership 
Approval Urged
The entire program is based on the profession’s pursuit of Excellence in Our 
Second Century. By striving for excellence—for the highest level of quality service, 
integrity, and professionalism—all members will benefit from increased prestige 
and credibility. And all will profit by greater public confidence. The end result will 
be a stronger presence in the marketplace, an important asset considering the 
growing competition from other organizations offering services the accounting 
profession has traditionally provided. To be approved, each proposal will require a 
two-thirds majority of all those voting. Look for your ballots in early November and 
vote For Excellence in Our Second Century.
Endorsements
Received
The governing bodies of the following state organizations of CPAs have adopted 
resolutions endorsing the Plan to Restructure Professional Standards:
Arkansas Florida Massachusetts Nevada Rhode Island
Arizona Hawaii Maryland New Jersey South Dakota
California Idaho Michigan New York Texas
Colorado Illinois Minnesota North Carolina Vermont
Connecticut Indiana Mississippi North Dakota* Virginia
Delaware Iowa Missouri Ohio Washington
District of Kentucky* Montana Oklahoma West Virginia
Columbia Louisiana Nebraska Pennsylvania Wyoming*
Except Baccalaureate Plus Additional Hours of Education
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Restructure Plan 
Endorsed by 
45 States
The boards of directors of six state CPA societies not previously reported have 
endorsed the proposals of the Plan to Restructure Professional Standards which 
will be voted upon by the AICPA membership in November. This brings the total to 
45. The additional states are Alabama, Maine, South Carolina, Tennessee, Utah and 
Wisconsin.
Statements Issued 
on Regulated 
Industries and 
Depreciation by 
Not-for-Profits
Statement no. 92 of the FASB, Regulated Enterprises—Accounting for Phase-in 
Plans, which amends Statement no. 71, specifies that utilities may capitalize costs 
deferred by regulators under a phase-in plan if certain conditions are met. They are
□  The plan has been agreed to by the regulator;
□  The plan specifies when recovery will occur;
□  The recovery of allowable costs deferred under the plan should not take more 
than ten years from the time the utility started deferring the costs;
□  The percentage increase in rates scheduled for each future year under the plan is 
not greater than the percentage increase in rates scheduled for each immediately 
preceding year.
If any of these criteria is not met, allowable costs deferred under the plan 
would not be capitalized. The criteria apply only to plants that are complete or 
have substantial construction by the end of 1987.
FASB Statement no. 93, Recognition of Depreciation by Not-for-Profit 
Organizations, requires all not-for-profit organizations to recognize depreciation 
expense for long-lived assets, except certain works of art and certain historical 
treasures, in general-purpose external financial statements. They also are required 
to disclose information about the assets being depreciated in the footnotes to the 
financial statements.
Omnibus SAS 
to Be Exposed
A proposed omnibus SAS for 1987 is to be released for exposure by the auditing 
standards board on September 4, with a 60-day comment period.
Much of the material represents technical adjustments because of changes 
promulgated by the Financial Accounting Standards Board. In particular, it reflects 
FASB Statement no. 89 which rescinded a provision in FASB Statement no. 33 that 
mandated supplementary disclosure of the effects of changing prices on financial 
statements. This disclosure is now voluntary. It also incorporates in the auditing 
literature a previous resolution of the AICPA council to recognize the Governmental 
Accounting Standards Board as the designated authority on accounting and 
financial reporting by state and local governments.
QUESTIONS ON PROPOSALS TO RESTRUCTURE PROFESSION?
A nationwide toll-free number has been installed by the AICPA to handle any questions or concerns 
about the Plan to Restructure Professional Standards—“For Excellence in Our Second Century.” The 
number, 800/634-4877, will be manned weekdays from 8:30a.m. to 5:30p.m., eastern time. For calls 
received at other times, a message will be taken and the call returned within the next business day.
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ANNUAL REPORT OF JOINT ETHICS ENFORCEMENT PROGRAM ACTIVITY
January 1 to December 31, 1986
In line with the Institute's policy of reporting on disciplinary matters, the AICPA’s professional ethics
division has updated its statistics on the disposition of ethics investigations processed under the AICPA’s
Joint Ethics Enforcement Plan (JEEP) consisting of the AICPA’s ethics division and 50 jurisdictions. This
report is based on information submitted by the ethics division and 39 other JEEP participants.
The statistics cover numbers of cases, not the number of respondents in a case.
ETHICS COMMITTEE ACTIVITIES TOTALS*
Investigations open at start of period 578*
Investigations opened during period 650
Total Investigations 1,228
Administrative Reprimands issued 65
Minor Violation letters issued 55
No violation findings 309
Prima Facie cases in preparation for
submission to Joint Trial Board Division 15
Cases referred to Joint Trial Board Division:
Prima Facie cases for Trial Board hearings 17
For action under automatic provisions of bylaws 27
Total Disposition of Case Investigations 488
740
Remaining investigations as of December 3 1 , 1986
Investigations held pending outcome of litigation:
State Society Ethics Committees 86
AICPA Professional Ethics Division 131 217
Cases under investigation:
State Society Ethics Committees 376
AICPA Professional Ethics Division 147
Total Remaining Investigations 523
Total Investigations 740
JOINT TRIAL BOARD DIVISION ACTIVITIES
Members expelled under automatic provision of bylaws 17
Members suspended under automatic provision of bylaws 5
No action warranted __5 27
Trial Board Hearings:
Members suspended 5 **
Members expelled 4
Decision pending outcome of appeal 2
Cases scheduled, not yet heard __6 * * 17
Total Joint Trial Board Division Cases 44
*Total figures are not comparable from period to period because of differences in the number and identity of the state societies reporting in any given
ye ar.
* *2 Society members only.
The CPA Letter (ISSN 0094-792x), September 1 , 1987. Published semimonthly, except July and August when monthly. Publication and editorial 
office: 1211 Avenue of the Americas, New York, N.Y 10036—8775. Second-class postage paid at New York, N.Y and at additional mailing offices. 
Copyright © 1987 American Institute of Certified Public Accountants, Inc. Postmaster: send address changes to Circulation Department, 1211 
Avenue of the Americas, New York, N.Y 10036—8775.
William J. Corbett Roderic A. Parnell 
Vice-President—Communications Executive Editor
Two MAS Reports; 
Two Audit and 
Accounting 
Guides Issued
New Video
Programs
Available
Credit Union 
Conference Set
Peer Review 
Manuals Updated
MAS Practice and Knowledge is a report on a survey of MAS practice, types and 
sources of knowledge necessary to conduct such a practice. It is available from the 
AICPA order department at $4.50; $3.60 to members (product no. 048550). The 
complete results of the survey and a bibliography are published separately on a 
floppy disk at $8.00; $6.40 to members.
Write to the AICPA order department or call 800/334-6961 (800/248-0445 in 
New York State) for this or items listed below.
An Introduction to Artificial Intelligence and Expert Systems discusses expert 
systems—their basics, the ways accounting firms might begin using these systems, 
issues to consider and prospects for the future. Copies are $9.00; $7.20 to members. 
(Product no. 048570.)
The audit and accounting guide, Guide for Use of Real Estate Appraisal 
Information, has been prepared to assist independent auditors in
□  Understanding the real estate appraisal process;
□  Using real estate appraisal information in examinations of financial statements;
□  Applying Statement of Auditing Standards (SAS) no. 11, Using the Work of a 
Specialist, to the work of a real estate appraiser.
The guide is $10.00 per copy; $8.00 to members. (Product no. 013157.)
Audits of Investment Companies is designed to assist independent auditors in 
examining and reporting on financial statements of investment companies. It 
describes operating conditions and auditing procedures unique to the industry. 
Copies are $13.50; $10.80 to members. (Product no. 012135.)
A new CPA Video Journal program, Spring 1987 AICPA Update, is now available. It 
covers the highlights of the May meeting of Council, including the Plan to 
Restructure Professional Standards and other developments.
This 21-minute program is available for $50 from the order department 
(800/334-6961; 800/248-0445 in New York State). Specify cassette format when 
ordering: one-half inch VHS (product no. 888678); one-half inch Beta (product no. 
886668) or three-quarter inch U-Matic (product no. 885670).
Serving America: A Tradition of Excellence, a video cassette that shows how CPAs 
have helped the economy grow from the industrial revolution to the current 
information age. This 9-minute video can be shown to a variety of audiences.
These tapes, at $20 each, are also available from the AICPA order department. 
Specify cassette format: one-half inch VHS (product no. 888803); one-half inch 
Beta (product no. 888818); or three-quarter inch U-Matic (product no. 888822).
The AICPA Second National Conference on Credit Unions will be held in 
Washington, D.C., at the Capital Hilton Hotel on October 26-27. It will provide
□  An overview of current financial management and control techniques;
□  An update on recent and pending accounting and auditing pronouncements and 
supervisory regulations affecting credit unions;
□  An opportunity to meet with key leaders and representatives from the 
accounting profession and regulatory agencies.
Registration is $395 and recommended CPE credit is 16 hours. For further 
information, contact the AICPA meetings department (212/575-6451).
The SEC and private companies practice sections of the division for CPA firms have 
issued the third updates of their respective loose-leaf peer review manuals. The 
SECPS update also includes certain changes in the section’s membership 
requirements.
Copies are available by writing to the AICPA order department—SECPS 
(product no. G00487); PCPS (product no. G00276).
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Supply and 
Demand for 
Accounting 
Graduates Show 
Increases
Standard Actuary 
Confirmation 
Letter for
Pensions Prepared
Wyatt to 
Leave FASB
AICPA Member 
Named Meritorious 
Accountant
The supply of accounting graduates, based on the reports of 443 schools responding 
to the annual Institute survey, show a 3 percent increase to a total of 38,100 in the
1986-87 academic year. The increase in the new hires by accounting firms show a 
similar increase.
Most of the schools expect that enrollments in bachelor’s degree programs in 
accounting, MBA programs with accounting concentrations and MBA programs 
with tax concentration will remain stable over the next few years, while increases 
in enrollments are expected in master’s degrees in accounting and taxation.
The chart below illustrates the distribution of 1986 accounting graduates. For a 
copy of the current report, write to the AICPA order department and request 
product no. G00093.
Bachelor’s in Accounting
(33 ,600)
Government
Graduate
School
Master’s in Accounting
(2 ,300)
Government
Unknown
Committees of the AICPA and American Academy of Actuaries have jointly 
prepared a standard actuary confirmation letter. It can be used by independent 
accountants to confirm certain information about employers’ pension plans 
accounted for in conformity with FASB Statement no. 87. The language of the letter 
is illustrative only and should be considered as nonauthoritative guidance. The full 
text of the letter will appear in the October issue of the Journal of Accountancy and 
is in the June, 1987, edition of the AICPA Audit and Accounting Manual.
After three years of service, Arthur R. Wyatt has resigned from the Financial 
Accounting Standards Board, effective December 31, or earlier if a successor is 
appointed. In announcing Mr. Wyatt’s resignation, President Rholan E. Larson of the 
Financial Accounting Foundation, which appoints members of the FASB, also 
stated that, during the next quarter, a replacement will be sought for David Mosso 
who will complete his second five-year term in December, the maximum currently 
permitted.
William C. Ings was named “Contador Benemerito de las Americas” at the XVII 
Interamerican Conference in Quito, Ecuador, last month. This is the highest honor 
bestowed on an individual by the organization. It is awarded to a single individual 
biannually. The only previous AICPA member so honored was Louis M. Kessler.
Ings, a retired partner of Arthur Young & Company, lives in Ridgefield, 
Connecticut, and has long been active in inter-American professional affairs. He 
has been a member of the AICPA since 1947 and has served on several of its inter- 
American committees.
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Special Hotel 
Rates Available 
to Members
All AICPA members are entitled to discount rates at a number of hotel chains, listed 
below. To qualify for the rate, be sure to specify the account number when making
reservations.
Name Telephone Account No. Name Telephone
Clarion 800/252-7466 AICPA New York City—
Fairmont 800/527-4727 AICPA NY Hilton 212/484-3900
TX 800/492-6622
Harley 800/321-2323 CR1307340
Hilton 800/445-8667 AICPA
Holiday Inns 800/343-5545 000249777
Howard Johnson 800/654-2677 209664 Washington, D.C.-
Loews 800/223-0888 AICPA Capital Hilton 202/393-1000
NY 800/522-5455 (Ext. 1518)
Marriott 800/228-9290 Corporate
Omni 800/843-6664 Corporate Hay Adams Hotel 202/638-6600
Quality Inns 800/228-5050 022720
Sheraton 800/334-8484 23322 CA
Stouffers 800/468-3571 AICPA
Westin 800/228-3000 AICPA
Account No.
12/31/87) 
Single: $145 
Double: $170
Single: $118 
Double: $138 
AICPA
Single/Double:
$125
At its July meeting, the board of the International Accounting Standards Committee 
took these actions:
□  Approved an exposure draft of a proposed statement, Financial Reporting in 
Hyper Inflationary Economies, for release on November 1 for a six-month 
exposure;
□  Agreed that IAS 15, Information Reflecting the Effects of Changing Prices, 
should remain mandatory and that the board should not issue a statement on 
compliance with that standard. Instead, the board established a steering 
committee to review the standard;
□  Approved the development of a discussion paper by the steering committee on 
banks, to be titled Recognition and Measurement of Items in the Financial 
Statements of Banks;
□  Appointed a steering committee to review IAS 12, Accounting for Income Taxes.
The examinations division of the AICPA seeks CPAs and JDs who are available 
three or more days a week, excluding Sunday, as graders for the November 1987 
Uniform CPA Examination. Per diem rates will be paid during the period November 
21 to December 30.
For additional information, contact the examinations division at the AICPA. 
The telephone number is 212/575-3873.
NOTICE OF AICPA PUBLIC MEETING
Auditing Standards—An open meeting of the auditing standards board will be held on September 
8-10 at the Regency Inn, Portland, Maine, starting at 8:30 a.m. each day. The board will discuss the 
comment letters received on the exposure drafts of the topics listed below.
□  Tuesday, September 8—Auditor Communications; Continued Existence.
□  Wednesday, September 9—Errors and Irregularities/Illegal Acts; Auditing Accounting Estimates.
□  Thursday, September 10—Control Risk Assessment; Reporting on Internal Accounting Control; 
Analytical Procedures.
The next meeting of the board will be held in New York City on October 27-29.
Changes from this notice will be reported by the meetings telephone information service. The
telephone number is 212/575-5694.
IASC Meeting 
Results
Graders Wanted for 
November CPA Exam
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Washington Briefs IRS Proof Forms Available—Information release IR-87-93 explains changes in
certain tax forms. Comments are due by September 14. Copies of the proofs can be 
obtained from IRS-CADA, 2402 East Empire, Bloomington, IL 61799.
Refund of Interest—In Rev. Proc. 87-43 the IRS tells taxpayers how to apply for a 
refund of compound interest assessed by the IRS on accounts for which the 
taxpayer waived assessment restrictions but the IRS failed to promptly collect the 
tax deficiency.
IRS Penalty Clarification—The IRS has issued an information release (IR-87-88) 
asserting that the IRS will not impose penalties on taxpayers for honest mistakes in 
calculating wage withholding allowances.
Short W-4 Form Drafted—In response to complaints over the complications of the 
Form W-4 initially released for 1987 filers, the IRS has drafted a one-page form for 
1988 which has been sent to OMB for review.
Determination Letters Statistics Issued by IRS—The IRS has issued two tables of 
statistics on employee benefit plan determination letters in information release 
(IR-87-97): the 1986 year and the first six months of 1987. In response to initial 
applications for qualified plans, 42,713 letters were issued during the 1987 period 
and 100,799 for qualified amendment applications.
IRS Studying Amended Return Abuse—Claims Study on Statute Expiration Cases 
is the title of an IRS inquiry to determine whether some taxpayers may be taking 
questionable deductions at the end of the statute of limitations on a particular tax 
year in order to bypass the IRS discriminant function (DIF) and lower the 
probability of their being selected for examination. The study is to be completed by 
next March.
Defense Contractor Profits Review Act Introduced—Under H.R. 3134, contractors 
with $100 million in annual negotiated contracts with the DOD, NASA and the 
Coast Guard would have to submit a profits information report to the Defense 
Contract Audit Agency and its reliability reported on by an independent CPA.
Due to an editing error, an item on page 6 in the July issue of the Letter incorrectly 
indicated that comments are still being accepted on the proposed FASB statement, 
Accounting for Income Taxes. The comment period expired on November 17, 1986, 
and the board is in the last stages of completing a final statement.
Update—The board decided in July that there is no need to issue a revised 
exposure draft on cash flow reporting and will proceed to develop a final statement.
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Centennial Overview Between the Centennial annual meeting and the Accountants’ World exposition, 
over 5,000 CPAs and other registrants took a big slice out of the “Big Apple” at the 
AICPA’s celebration on September 19-23 in New York City.
Preceding the formal opening, two conferences were held: the Personal 
Financial Planning Conference, at which AICPA Member Congressman Joseph J. 
DioGuardi (R-NY) was the featured speaker, and the National Members in Industry 
Conference.
Following the Council meeting on Friday (see separate story) and the annual 
members’ meeting on Saturday, most of the members and their spouses geared up 
for the centennial meeting by participating in a variety of tours on Sunday. Over 
600 of the more athletic registrants signed up to tour Central Park by foot in the 10 
Kilometer Run or the 1-mile Fun Run. The overall winner was 29 year-old CPA 
Kevin McGovern of West Boylston, Massachusetts, who is the controller of 
Fallon Clinic, Inc. The first woman finisher was Kristin Westfall, age 30, from 
Stamford, Connecticut, an assistant vice president at Citicorp. Everyone else was a 
winner, too.
On Sunday afternoon, two government conferences were held. One was an 
issues update and the other dealt with new developments in government auditing.
The first event of the Centennial was the members’ opening reception at 
Lincoln Center and a concert by the Boston Pops Orchestra at Avery Fisher Hall.
After welcoming remarks and comments on the City’s fiscal condition at the 
opening session in Radio City Music Hall by New York City Mayor Edward I. Koch 
on Monday morning, U.S. Senator Daniel Patrick Moynihan (D-NY) delivered the 
keynote address. He commented on the recent extraordinary changes in the Soviet 
Union regarding openness and receptivity to critical comments. He said that the 
Soviet Union is “trying to establish a liberal economy within a Leninist State,” and 
seems willing to make political concessions for economic benefits.
Following the recognition of foreign guests, acknowledged by Norman Lessels, 
president of the Institute of Chartered Accountants in Scotland, Treasurer of the 
U.S. and AICPA member Katherine Ortega was introduced, Harriman Cronk, 
president, Tournament of Roses Association, presented the award for the Institute’s 
Rose Bowl float. The AICPA Gold Medal Awards for Distinguished Service were 
then presented. Art Buchwald, humorist and syndicated columnist, spoke before 
the group at luncheon. His comments about the world in general and Washington 
in particular were often irreverant, sometimes caustic, but always relevant.
Monday afternoon was devoted to a series of concurrent conferences on such 
subjects as education, audit quality, taxes, government reporting, strategic planning 
and personal financial planning.
A special program at Radio City Music Hall, “A Century of Entertainment,” 
starring famed singer Maureen McGovern and featuring the Music Hall’s renowned 
Rockettes, highlighted the evening.
The Tuesday program opened with an address by Jeanne J. Kirkpatrick, former 
U.S. Ambassador to the United Nations. She held out little hope for real peace in 
the Persian Gulf and suggested that there might be occasional “simmering down” of 
military action due to the “fatigue” factor. Also, she pointed out the tremendous 
impact the situation has, not only in the Gulf but upon Southeast Asia and Europe 
as well. This should not be underestimated especially in view of increasing 
worldwide interdependence.
(continued on next page)
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Following concurrent conferences on such topics as the Single Audit Act, U.S. 
competitiveness in the world economy and expert systems, 1987-1988 AICPA 
Board Chairman A. Marvin Strait delivered his inaugural remarks (see separate 
story) at the members’ luncheon.
Nine concurrent sessions on a variety of matters were conducted in the 
afternoon and officials of the New York Stock Exchange gave an overview of its 
operations during a guided tour.
The social highlight of the celebration was a gala dance at the New York Hilton 
on Tuesday evening with a midnight countdown of the final seconds of the first 100 
years of the profession and a toast to the next 100.
Wednesday featured two speakers: The first was Paul A. Volcker, former 
chairman of the Board of Governors, Federal Reserve System. He opened his 
remarks by stating that he looks upon the accounting profession as “the organized 
conscience of American business.” In discussing the threat of international debt to 
the economies of lending nations, Volcker advocated extending additional new 
credits to enable the debtor nations to service interest costs. They should be granted 
only under certain conditions and should be advanced only for well-conceived 
programs. He concluded by saying that the IMF and World Bank should play a 
greater role in this situation.
The final speaker on the program was John Naisbitt, futurist, author and 
chairman of the Naisbitt Group. As the year 2000 approaches, he predicted that a 
new global economy will require new concepts and free trade worldwide. Also, 
there will be a decline in socialism and the welfare state as the global privatization 
trend increases.
The concensus of those attending was that the program truly demonstrated the 
great strides that the profession has made in its first 100 years.
A more detailed report on the meeting will be published in the December issue 
of the Journal of Accountancy.
The top three scorers on the Uniform CPA Examination for the May 1987 
examination, for those candidates taking all four sections, were announced during 
the annual meeting and Sells medals were awarded to them and to the winners on 
the November 1986 examination. They are
□  Gold Medal (highest overall score) — Lucy L. Neal of Abingdon, Virginia. 
Graduate, summa cum laude, Emory & Henry College, Emory, Virginia.
□  Silver Medal (second highest overall score) — Richard H. Lee of Arlington 
Heights, Illinois. Graduate, with honors, University of Wisconsin -  Madison;
Master of International Management from American Graduate School of 
International Management, Glendale, Arizona. Controller, sales and marketing 
operations, consumer products division, Zenith Electronics Corporation, Glenview, 
Illinois.
□  Bronze Medal (third highest overall score) — Lenny J. Ajzenman of New 
York City. Graduate, summa cum laude, Baruch College, City University of New 
York. Staff accountant with Deloitte, Haskins and Sells, New York.
For the May 1987 examination, 65,294 candidates completed 232,791 papers. 
Also, 111 certificates for Performance with High Distinction are being awarded.
The top scorers on the November 1986 examination: Gold — Alexandra L. 
Bolton, St. Petersburg, Florida; Silver — Marie Ellen Emmendorfer, Freeland, 
Michigan; and Bronze — Martha Anne Keck, Farmington Hills, Michigan.
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Council Votes to 
Resist FTC; 
Approves 
Restructure Plan 
Implementation
AICPA Officers, 
Directors, Council 
Members and NRB 
Elected
AICPA Gold Medals 
Awarded
By unanimous votes, Council, at its September 18 meeting, endorsed the board of 
directors refusal to sign a proposed FTC consent decree regarding alleged violations 
of the FTC Act, and endorsed implementing resolutions for the proposals to 
restructure professional standards, conditioned on membership approval of the 
November ballot on these proposals.
The FTC consent decree would have involved substantial changes in the 
AICPA Rules of Conduct and permitted contingent fees, commissions, referral fees, 
trade names and other practices now prohibited (see July Letter). All appropriate 
actions will be taken to resist the FTC proposal. The board of directors has decided 
to defer enforcement of the rules in question. It was emphasized, however, that the 
rules are still in force and members are required to abide by them.
In explaining the implementing resolutions for the Plan to Restructure 
Professional Standards, Charles Kaiser of the communications steering committee 
noted that 48 state societies, D.C. and Puerto Rico have endorsed the proposals and 
that Georgia and Alaska will consider the matter in October.
He then went on to discuss the ballot procedure, which is somewhat different 
from prior years. Further details will appear in the Letter prior to the vote.
Other major Council actions are reported separately.
At the elections held by Council at its September 18 meeting, A. Marvin Strait of 
Colorado moved up from vice-chairman to chairman of the AICPA board and 
Robert L. May of New York was elected vice-chairman for the 1987-88 year. Strait is 
executive partner of Strait, Kushinsky & Company. May is a partner in Arthur 
Andersen & Co. and is president of the International Federation of Accountants 
Elected as vice-presidents for the same period were Lowell A. Baker, Ohio; 
Leonard A. Dopkin, New York; and Doyle Z. Williams, California. Gerald A. 
Polansky, District of Columbia, was reelected as treasurer.
Directors elected to three-year terms were John D. Abernathy III, New York; 
Robert L. Bunting, Washington; Robert L. Israeloff, New York; and Alan B.
Levenson, District of Columbia (public member). John P. Thomas, Florida, will fill 
the 2-year unexpired term of Mr. May.
Council Members — Seven Council members-at-large were elected for 3-year terms. 
They are Steven R. Berlin, Oklahoma; Thomas Iino, California; Donald J. Kirk, 
Connecticut; Harold Q. Langenderfer, North Carolina; J. Curt Mingle, Illinois; 
Harvey D. Moskowitz, New York; and David B. Pearson, New York.
Forty-two directly elected members of Council were installed for 3-year terms. 
Johnnie W. Inman, Virginia, was elected to fill the unexpired term (October 
1989) of E.W. Potts, Jr., who has resigned; and Allan W. Nietzke, Michigan, will fill 
the unexpired term (October 1988) of Dominic V. Palazzo, who has resigned. 
National Review Board — The following were elected to 3-year terms on the 
National Review Board: Bernard Barnett, New York; Frederick G. Beyer, Arizona; 
John A. Favret, Ohio; and Curtis L. Frazier, Texas.
For the first time since its inception, three AICPA Gold Medals for Distinguished 
Service were awarded this year at the annual meeting. Recipients were
Robert C. Ellyson of Florida, managing partner of Coopers and Lybrand 
(Miami) and a member of the AICPA board of directors;
John R. Meinert of Illinois, chairman of Hartmarx Corporation and a former 
AICPA vice president;
Robert A. Mellin of California, senior partner of Hood and Strong, and a 
member of Council of the AICPA.
In urging support for the proposals of the Plan to Restructure Professional 
Standards, Ellyson referred to them as “critical” elements whose time has come, 
and Meinert said that the Plan “will advance unity among all branches of the 
profession.” Mellin cited the rewards of professional involvement and the need to 
subordinate individual wishes to the needs of the profession.
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Commemorative 
Postage Stamp 
Issued
Treadway
Commission Report 
issued
Comer Coppie, senior assistant postmaster general, introduced the first-day issue of 
the commemorative CPA postage stamp on September 21 and the stamp went on 
sale nationwide at all U.S. Post Offices on September 22.
Members wishing to order first-day cancellations or commemorative cachets 
should observe the following procedures:
Customers Affixing Stamps —
Customers who purchase the CPA 
stamps and affix them to their 
envelopes will be given preferential 
service. Envelopes must be addressed 
on the right side at least 5/8 of an inch 
from the bottom. Stamps should be 
affixed in the upper right-hand corner 
approximately 1/4 inch from the top 
and right edges. Requests must be 
postmarked by October 21 and mailed 
to: Customer-Affixed Envelopes,
Certified Public Accountants Stamps,
Postmaster, New York, NY 10001-9991.
No remittance is required.
Postal Service Affixing Stamps —
Other than affixing stamps and 
addressing orders, the above 
procedures apply. The price is $.22 per 
stamp requested and personal checks 
in the exact amount will be accepted 
up to a limit of 50 envelopes. No cash or postage stamps as payments. Orders 
must be postmarked by October 21 and sent to: Certified Public Accountants 
Stamp, Postmaster, New York, NY 10001-9992.
Commemorative Cachets — Prepaid orders for cachets of the stamp, at $2.50 
each, (product no. 880248) are available from the AICPA order department. (Add 
sales tax for New York, Washington, D.C. or Vermont.) The cachet was designed 
by AICPA member Robert G. Johnson of Lodi, California.
The final report of the National Commission on Fraudulent Financial Reporting 
(Treadway Commission) is now available from the AICPA order department.
Its basic analysis holds that “no one answer to the problem of fraudulent 
financial reporting exists. Rather, improvement is needed in all areas.” Taken 
collectively, according to the report, the recommendations are cost-effective and, 
despite limits on the ability to prevent or detect fraud, can
□  Improve the financial reporting environment in the public company in 
several important respects and thus help to reduce fraudulent financial reporting;
□  Improve auditing standards, the standards-setting process, and the system 
for ensuring audit quality, to detect fraudulent financial reporting earlier and 
perhaps thus deter it;
□  Enhance the regulatory and law enforcement environment to strengthen 
deterrence;
□  Enhance the education of future participants in the financial reporting 
process.
Following an overview of the financial reporting system, the commission 
suggests 49 recommendations which fall into four general categories: the public 
company, the independent public accountant, the SEC and others directly involved 
in the regulatory or legal environment, and education. (See November 12, 1986, 
issue of the Letter.) A press conference was scheduled in Washington, D.C. on 
October 1 to discuss the commission’s recommendations.
Free copies (up to three) are available upon written request to the AICPA order 
department. Additional copies are $2.50 each. Please specify product no. G00486.
Supplement CPA Letter September 3 0 , 1987
QUESTIONS AND ANSWERS ON THE PLAN TO 
RESTRUCTURE PROFESSIONAL STANDARDS
When members of the American Institute of Certified Public 
Accountants vote in November on the six proposals that con­
stitute the Plan To Restructure Professional Standards, they will 
vote on issues that profoundly affect their professional lives. 
With so much at stake, members have numerous questions about 
the Plan and its proposals. Here are the most-asked ones.
Q. Why should all firms, even those who don’t have SEC 
clients, participate in a quality review program?
A . This program will help firms maintain the quality of their 
practices, which will ultimately enhance the entire pro­
fession’s reputation, credibility, and prestige. Further, as Con­
gress and state accountancy boards continue to voice their 
concerns (and sometimes act on those concerns) about the 
accounting profession’s ability to regulate itself, this proposal 
will affirm that the profession can and is the best equipped to 
govern itself.
All members will share in these benefits. Moreover, this pro­
posal will help firms operate more efficiently and effectively and 
contribute to higher income for all concerned.
Q. I’m not in public practice; why should I support this 
proposal?
A . Primarily for the same reasons just listed. All members— 
regardless of whether or not they are in public practice— 
will benefit from increased profession-wide prestige and cred­
ibility. Further, this proposal’s net result will be improved ser­
vices for anyone who purchases services from a CPA.
Q. Will all firms, regardless of their size or type of practice, 
undergo the same quality review?
A . No. There will be two basic reviews. Firms with audit 
clients will undergo “on-site” reviews that focus on 
selected audit engagements.
Firm s that do not have audit clients but do offer compilation and 
review services will undergo “off-site” report reviews, meaning 
they will submit samples of their review and compilation reports 
for study.
Firms that do not provide audit, compilation, or review services 
will not be subject to quality review. They need only report this 
annually to the AICPA.
Q. When will these reviews begin?
A. The timing of the reviews depends on the size and prac­
tice of the firm. Large firms will be reviewed first, 
starting in 1989-90, followed by smaller firms, then sole practi­
tioners with audit clients. The last group reviewed, in 1992-93, 
will be sole practitioners with compilation and review clients but 
without audit clients.
Q. How much will the reviews cost?
A. n “off-site” review will cost about $250 a year or $750 
for the three-year review period. That’s less than a dollar a 
day. The cost of an “on-site” review will be comparable with the 
cost of a Private Companies Practice Section (PCPS) peer 
review. According to AICPA figures, the cost of these begins at 
$1,000 for the three-year review.
Q. How will the AICPA help members prepare for the 
program?
A . The AICPA will
•  prepare a manual, especially designed for local firms, to help 
them meet established standards.
•  offer CPE on quality review to help members prepare and 
qualify for their reviews.
•  conduct, on request, confidential “trial-run” consulting 
reviews to help firms get ready for their reviews.
Q. What will happen if a deficiency is uncovered in a quality 
review?
A. The program’s educational approach is one of its major 
a ssets. In short, members will work with other members, 
state societies, and the Institute to correct deficiencies. Also, in 
contrast to the state accountancy boards’ efforts, it will also set 
uniform standards for members nationwide, thus assuring con­
sistency for all of us.
If a deficiency is uncovered, a quality review committee might 
recommend
•  the firm’s personnel take additional CPE.
•  the firm change its quality control system, with a follow-up 
review if needed.
•  the firm engage another CPA firm to perform pre-issuance 
reviews of audits, reviews, and compilation reports.
•  the firm undergo special or accelerated reviews.
Disciplinary proceedings, as such, will occur only if a firm does 
not cooperate or has deficiencies so serious that corrective action 
cannot rectify them.
Q. What information will be available to the public about 
participants in the program?
A . There will be no public file. The only information avail­
able will be
•  confirmation of individual membership.
•  date of last review.
•  advice that an inquirer might ask the firm for a copy of its most 
recent review report (firms can decide whether or not to make 
copies available).
•  trial board guilty findings.
This same information is currently available.Q.
Why should the Code o f Professional Ethics be revised?
A .  The present Code does not deal adequately with issues 
with which modem practitioners must cope, does not 
apply to members not in public practice, and does not state our 
obligation to serve in the public interest.
The proposed Code (to be renamed the Code o f Professional 
Conduct) would strengthen these areas.
It is also goal oriented and positively stated and, through its 
“Principles’’ sets ethical and performance standards toward 
which we should aspire.
Q. Why should the joint trial board be restructured?
A. The Plan proposes to restructure the joint trial board 
  because there is too little activity to support the mainte­
nance of regional boards on a stand-by basis.
The proposal would consolidate the 12 regional boards. The 12 
regions would stay as they are now, and each would nominate 
three present or former Council members. The resulting 36 
members would then be appointed to regional sub-boards to 
conduct hearings. Sub-board members will normally be from 
the region where the hearing is held or from neighboring 
regions.
The streamlined trial board should promote fairness, impar­
tiality, and consistency for AICPA members nationwide.
Q . One of the major questions from members not in public
 practice about the Plan concerns CPE. What kind of CPE 
courses can members not in public practice take?
A. Many members in industry, education, and government 
have jobs that don’t require further development of their 
accounting/audit skills and knowledge. CPE for members in this 
group, therefore, can be tailored to their particular fields of 
specialization (e.g., marketing courses for marketing directors). 
Accounting/auditing-related courses would still be available to 
them, however, to help them keep abreast of the evolving 
accounting profession. This could be of considerable benefit if 
they ever decide to enter (or re-enter) public practice.
Ultimately, the proposal would increase the value of the member 
not in public practice to his or her employer, as well as in the 
general marketplace, just as a CPA certificate does.
Q . Does the proposal that would require future AICPA mem­
bers to have additional education mean that some mem­
bers will have to go back to school?
A .  No. This proposal, which calls for AICPA membership 
candidates to have 150 semester hours of college-level 
education, including a bachelor’s degree (or its equivalent), will 
apply only to AICPA members admitted after the year 2000.
Q . Why is additional education necessary? Isn’t a bachelor’s
■ degree enough?
A. This proposal will ensure that future AICPA members
meet the evolving standards of competence and profes­
sionalism. Since most professions require advanced degrees, it 
will also add to the credibility and prestige of the accounting 
profession.Q. Is the Plan To Restructure Professional Standards a new 
 name for the Anderson Report?
A. Yes and no. Although the two names have become syn­
onymous in many members’ minds, the Plan is actually a 
modified version of the Anderson Report (the report originally 
submitted to the AICPA Council in 1986 by the Special Commit­
tee on Standards of Professional Conduct, chaired by George 
Anderson, a past AICPA Board of Directors Chairman and the 
managing partner of Anderson ZurMuehlen & Co. of Helena, 
Montana). The Plan resulted from Council’s appointment of an 
Implementation Committee (chaired by current AICPA Chair­
man Marvin Strait, managing partner of Strait, Kushinsky & 
Co. of Colorado Springs, Colorado) to translate the Anderson 
Report’s theoretical recommendations into workable programs. 
The Implementation Committee worked with state societies to 
elicit the membership’s views on the Report and then modified 
the proposals to reflect the members’ opinions, thus producing 
the Plan To Restructure Professional Standards.
In reality, whether members know the initiative as the Anderson 
Report, the Plan To Restructure Professional Standards, or the 
Plan for Excellence in our Second Century is unimportant. What 
is important is that it’s a plan for the members by the members to 
improve the quality of the accounting profession through educa­
tion and self-regulation.
Q. Isn’t the Plan just a reaction to the ongoing Congression­
al investigations of the accounting profession?
A. No. The Anderson Committee was appointed three years
before the Congressional committees began their investi­
gations. It is the profession’s own acknowledgement of problems 
that need addressing. We all know the issues: conflicts of inter­
est, mounting external and internal competition, and the 
expanding number of services today’s practitioner offers. Over­
all, it was an attempt to grapple with the balance between 
professional pride and commercial drive.
The profession’s commitment to quality service is under pres­
sure. Studies by state societies, state boards of accountancy and 
others have found an unacceptable amount of substandard work. 
In contrast, one study found that less than three percent of the 
audits performed by firms that had undergone peer review were 
unacceptable.
Q. Who has endorsed the Plan?
A. The Boards of 48 state CPA organizations and two juris­
dictions have endorsed the Plan as have the AICPA Board 
of Directors and governing Council.
Q. How can members find out more about the Plan?
A . For specific questions, call 1-800-634-4877. For more
general information, including brochures, audio cas­
settes, and videotapes, call the executive director of your state 
society or Dave DeMala, AICPA Director of Communications, 
212-575-3877.
Q. When will the members receive the ballots?
A.          The AICPA will send out ballots in early November.
“Harnessing 
Change —
A Vision 
for Tomorrow”
Fiscal Year 
Legislation Gains 
Congressional 
Support
AICPA Opposes 
Senate Bill on RICO 
Reform
FSA Endorses 150 
Hour Requirement
“If the profession can adapt to a fast-paced, changing world, it will continue to 
have a service that will be in great demand and we will have a bright future 
indeed.” So said A. Marvin Strait in his inaugural remarks as chairman of the board 
of the AICPA. These dramatic changes are being brought about, he said, by 
technology, complexity, a growing consumer movement, deregulation coupled with 
the continuing possibility of significant government regulation, and 
internationalization.
The Institute is trying to meet these challenges on a proactive basis through 
means such as a future issues identification system and a strategic planning effort. 
The proposals of the Plan to Restructure Professional Standards, on which he 
encouraged a favorable vote, is another example of anticipating change and 
capitalizing on it. Strait also cited the recent formation of a structure and 
governance committee which will be addressing the very basics of the profession’s 
ability to meet the needs and serve the best interests of its many constituencies. It 
is headed by former AICPA Board Chairman Rholan Larson. Citing Winston 
Churchill, Strait said that the leaders of tomorrow will be those who have the 
ability to manage change, and urged the profession to have the patience, tolerance 
and vision to anticipate change and harness it for the betterment of our nation and 
our world.
Proposed legislation, spearheaded by the AICPA, that would permit most 
partnerships, S corporations and certain personal service corporations to retain 
their fiscal years under certain circumstances (see July Letter) has drawn increasing 
support in Congress, but the AICPA’s Washington office urges continuing efforts to 
get uncommitted senators and congressmen to become co-sponsors. So far, the 
Senate bill (S. 1520), introduced by Senators Max Baucus (D-MT) and John Heinz 
(R-PA), has 42 co-sponsors, and the House companion bill (H.R. 2977), introduced 
by Congressman Ronnie Flippo (D-AL), has 145.
Members who are not sure whether their senators or congressmen are co­
sponsors of this legislation may find out from their state CPA society or the AICPA’s 
Washington office, political and legislative affairs division, at 202/737-6600.
RICO reform legislation (S. 1523), introduced by Senator Howard Metzenbaum 
(D-OH) in late July, contains a “small investor” provision which would preserve 
virtually all current RICO lawsuits and result in thousands of new suits against 
CPAs and others in the business community.
This provision would authorize RICO plaintiffs who fit within the broad 
category of small investors to seek multiple damages even if they have remedies 
under the securities laws. While the AICPA will seek to remove this provision from 
the bill when S. 1523 is considered by the Senate Judiciary Committee, the 
membership should let the committee know of its feelings on this matter.
The senators on the Senate Judiciary Committee, by address, are
Paul Simon (D-IL), Alan K. Simpson (R-WY) — both in Dirksen Senate Office 
Building: Robert C. Byrd (D-WV), Dennis DeConcini (D-AZ), Howell Heflin (D-AL), 
Charles Grassley (R-IA), Arlen Specter (R-PA), and Gordon J. Humphrey (R-NH) — all 
in Hart Senate Office Building: Joseph R. Biden, Jr. (D-DE), Edward Kennedy (D- 
MA), Howard M. Metzenbaum (D-OH), Patrick Leahy (D-VT), Strom Thurmond (R- 
SC), Orrin G. Hatch (R-UT) — all located in the Russell Senate Office Building. The 
address, Washington, D.C. 20510, applies to all offices.
A position paper prepared by the Federation of Schools of Accountancy has 
endorsed a key proposal of the Plan to Restructure Professional Standards: namely 
the requirement for 150 semester hours of education for future CPA candidates.
The paper urges early adoption of this proposal by the states, because 
“students, the profession and society would benefit from a 150-hour requirement.” 
The FSA includes more than 30 major universities in its membership.
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Three AICPA 
Members Expelled; 
Three Admonished
Leisenring 
Appointed to FASB
Under the AICPA bylaws, membership in the Institute shall be terminated without 
a hearing should there be filed with the secretary of the Institute a final judgment of 
conviction imposed upon any member for a crime punishable by imprisonment for 
more than one year; or should a member’s CPA certificate be revoked as a 
disciplinary measure by any governmental authority.
□  On April 24, 1987, the membership of J. Gilbert Brown of Philadelphia, 
Pennsylvania, was terminated following his conviction by a U.S. district court of 
making false statements to the IRS.
□  The membership of Joseph W. Poole of Lanham, Maryland, was terminated 
on May 27, 1987, following his conviction in a U.S. district court on his plea of 
guilty to making a false statement to a lending institution.
□  The membership of Douglas E. Bell of Scottsdale, Arizona, was terminated 
on July 6, 1987, following the revocation of his CPA certificate as a disciplinary 
measure by the Arizona State Board of Accountancy.
At a meeting of a hearing panel of Regional Trial Board XII in Boston on June 1, 
1987, Eugene J. Testa of Waltham, Massachusetts, was found guilty of violating the 
Rules of Conduct of the Codes of Professional Ethics of the Massachusetts Society 
of CPAs and the AICPA.
In addition to admonishing him, the panel voted that Mr. Testa complete 40 
hours of specified CPE courses by December 3 1 , 1987, and that he submit to the 
panel by June 30, 1988, financial statements containing his report on an audit, a 
review and a compilation. If he does not complete the CPE requirement, he is to be 
suspended from the MSCPA and AICPA for two years and, if he does not submit the 
financial statements, he is to be expelled without further proceedings.
Mr. Testa, who was present at the hearing, did not request a review of the 
decision which, therefore, became effective on July 1 ,  1987.
At a meeting of a hearing panel of Regional Trial Board VIII in College Park,
Georgia, on June 16, 1987, Dorothy A. Beard of Atlanta was found guilty of 
violating the Rules of Conduct of the Institute’s Code of Professional Ethics by 
failing to obtain sufficient relevant data to afford a reasonable basis for conclusion 
regarding a governmental audit engagement and by failing to follow standards and 
procedures required in such engagements.
In addition to admonishing her, the panel voted that Ms. Beard complete 80 
hours of specified CPE courses over a period of two years and also undergo a 
quality review of her practice within the two-year period. If she does not comply 
with the hearing panel’s requirements, she is to be suspended from membership in 
the AICPA for two years without further proceedings.
Ms. Beard, who was present at the hearing, did not request a review of the 
decision which, therefore, became effective on July 16, 1987.
At a separate hearing of Regional Trial Board VIII on the same day, the panel 
admonished Rodger R. Trigg of Phoenix City, Alabama, for failing to exercise 
professional care, failing to comply with certain generally accepted auditing 
standards and failing to follow certain standards, procedures and other 
requirements in governmental audits. In addition, should he perform any financial 
or governmental audits or reviews during the next two years, he was directed to 
forward to the professional ethics division a copy of his report, the financial 
statements and his work papers on the engagement.
Mr. Trigg, who was present at the hearing, did not request a review and the 
decision, therefore, became effective on July 1 6 , 1987.
James J. Leisenring has been appointed a member of the Financial Accounting 
Standards Board, effective October 1. He will fill the unexpired term (two years) of 
Arthur R. Wyatt, who recently resigned. Leisenring has been director of research 
and technical activities at the FASB since 1982.
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Year-end Tax 
Planning Aids 
Available
The AICPA’s communications division has prepared four informational aids 
directed to clients and general audiences which are now available.
□  Tax Reform: Making It Pay Off for You — A 20-minute slide presentation for 
general audiences. It includes a script and 27 color slides on year-end tax planning 
tips. Cost for first set is $75; $35 for each additional. (Product no. 889219.)
□  12 Tips to Make Tax Reform Pay Off for You — A two-color, three-fold 
brochure on year-end tax planning tips. Cost is $10 per 100 . (Product no. 889223.)
□  Commonly Asked Questions About Tax Planning Under Tax Reform — A 
two-page handout with answers to tax planning questions. Free. (Product no. 
G00155.)
□  Cutting Your Tax Bill Under Tax Reform — A 20-minute speech on year-end 
tax planning. Free. (Product no. G00154.)
Copies are available by writing to AICPA Order Department, P.O. Box 1036, 
New York, New York 10108-1036.
Council Elects 
Nominations 
Committees
Council elected the following members to serve on the nominations committee of 
the AICPA and the two sections of the division for CPA firms:
AICPA
*J. Michael Cook, New York 
Brenda T. Acken, West Virginia 
Robert T. Ciesick, Ohio 
Sidney F. Jarrow, Illinois 
Charles B. Larson, Missouri 
Harold E. Quill, North Carolina 
Sanford Rogoff, New Mexico 
Ronnie Rudd, Texas 
Gary L. Schaugaard, California 
K. Fred Skousen, Utah 
Stanley Weinstein, New York
Private Companies Practice Section 
*J. Michael Cook, New York 
James Castellano, Missouri 
Robert T. Ciesick, Ohio 
Sidney F. Jarrow, Illinois 
Charles B. Larson, Missouri 
Sanford Rogoff, New Mexico 
Stanley Weinstein, New York
SEC Practice Section 
*J. Michael Cook, New York 
Robert T. Ciesick, Ohio 
James I. Konkel, New York 
Harold E. Quill, North 
Carolina
Sanford Rogoff, New Mexico 
Ronnie Rudd, Texas 
Stanley Weinstein, New York
* denotes chairman
FASB Issues 
Exposure Draft; 
Research Report
An exposure draft dealing with a seller’s accounting for sales and leasebacks of real 
estate has been issued by the FASB, with the comments due by October 30.
The exposure draft proposes that the seller may account for the transaction as a 
sale only if all the risks and rewards of ownership have been transferred to the 
buyer and the seller has no continuing involvement with the property other than 
leasing it. Sellers would have to apply other methods of accounting for the 
transaction if it does not meet those criteria.
The research report, Usefulness to Investors and Creditors of Information Provided 
by Financial Reporting, is the second edition of a study first published in 1982. It 
updates and expands on the original. The report identifies, organizes and examines 
empirical accounting research on how published financial information affects 
decisions made by users of the information.
Copies of either document can be obtained from the FASB Order Department, 
High Ridge Park, P.O. Box 3821, Stamford, Connecticut 06905-0821.
NOTICE OF AICPA PUBLIC MEETING
Auditing Standards
The auditing standards board will hold an open meeting on October 27-29 in the AICPA boardroom, 
New York City, starting at 9:00 a.m. The board will discuss the following drafts:
□  Tuesday — Analytical Procedures; Continued Existence; and Auditing Accounting Estimates.
□  Wednesday — Compliance Auditing; Auditor Communications.
□  Thursday — Errors and Irregularities/Illegal Acts; Reporting on Internal Accounting Control; and
Control Risk Assessment.
Changes from this notice will be reported by the meetings telephone information service.
The number is 212/575-5694
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Five CPE 
Conferences Set
Among the CPE conferences scheduled for this fall are the following:
□  Planning Strategies for Real Estate and Other Tax Advantaged Investments (co­
sponsored by the Illinois CPA Society) — October 12-13 at the Hyatt Regency 
O’Hare, Chicago.
□  1987 National Governmental Training Program (co-sponsored by the Society of 
Louisiana CPAs) — October 12-14 at the Hotel Inter-Continental, New Orleans.
□  Tax Planning for Closely Held Businesses and Their Owners After the ’86 Tax 
Reform Act — October 22-23 at the Hotel Nikko, San Francisco.
□  1987 National Conference on Federal Taxes — October 26-27 at the Grand Hyatt, 
Washington, D.C.
□  1987 Firm Administrators Conferences — November 16-17 at the Hyatt Regency, 
Cambridge, Massachusetts (co-sponsored by the Massachusetts Society of CPAs); 
December 10-11 at Le Meridien Hotel, New Orleans (co-sponsored by the Society 
of Louisiana CPAs).
For further information, call the AICPA’s CPE division at 800/AICPA NY; (in
New York State call 212/575-5696).
Restructure 
Proposals Hotline
Members with questions or concerns about the proposals to restructure 
professional standards, on which members will ballot in November, are encouraged 
to call toll-free 800/634-4877. This number will be manned between 8:30 a.m. and 
5:30 p.m., eastern time.
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GASB Would 
Temporarily Maintain 
Status Quo on 
Depreciation; Seeks 
Comments on Two 
Discussion Memos
A Semimonthly News Report Published by the AICPA
Vol. 67 No. 16 October 15, 1987
The Governmental Accounting Standards Board has issued an exposure draft of a 
proposed statement regarding The Applicability of FASB Statement no. 93, 
Recognition of Depreciation by Not-for-Profit Organizations, to Certain State and 
Local Governmental Entities.
The proposed statement, on which comments are due by November 24, states 
that governmental colleges and universities and other governmental entities that 
use certain specialized industry accounting and reporting principles and practices 
should not change their accounting and reporting for depreciation of capital assets 
as a result of FASB Statement no. 93. The purpose is to maintain the status quo 
until several current projects that may affect this reporting are completed.
One discussion memorandum, Accounting and Financial Reporting for 
Capital Assets of Governmental Entities, deals with one of those projects. It 
discusses whether capital assets should continue to be reported at historical cost 
and whether and when the cost of using up those assets and the cost of deferred 
maintenance should be recorded in the financial statements or reported as 
supplementary data. Comments should be submitted by January 8 ,  1988.
The other discussion memorandum, Accounting and Financial Reporting for 
Risk Management Activities, presents an analysis of the issues related to risk 
retention, transfer and risk management activities of public entity risk pools of 
local governmental entities other than pools. Comments are due by December 18.
Copies of the exposure draft or the discussion memos are available from the GASB 
Order Department, High Ridge Park, P.O. Box 3821, Stamford, Connecticut 06905.
Also, the GASB has set public meeting dates on various matters for November 
12-13, December 10-11 and January 14-15, 1988. All meetings will be in Stamford, 
Connecticut, and the board will announce the agenda for each meeting about one 
week before the meeting.
A statement of position has been issued by the AICPA’s accounting standards 
division that provides guidance on the circumstances in which joint costs of 
informational materials or activities of not-for-profit organizations that include a 
fund-raising appeal should be allocated between fund raising and the appropriate 
program or management and general function.
The price for Accounting for Joint Costs of Informational Materials and 
Activities of Not-for-Profit Organizations that Include a Fund-Raising Appeal, 
available from the AICPA order department, is $3.75; $3.00 to members. Write, or 
call 800/334-6961; 800/248-0445 in New York State. The product number is 014751.
As a result of a recent firm survey, a national captive insurance company, the 
AmerInst Insurance Group, Inc., has been formed. The company initially will not 
write its own policies, but rather will reinsure a portion of the risk in the AICPA 
Professional Liability Insurance Plan. AmerInst is, and will continue to be, separate 
from and independent of the AICPA. It will be owned by the firms which have 
invested in its shares.
Copies of the preliminary prospectus may be obtained from Merrill Lynch 
Capital Markets (212/449-8415).
SOP Issued on Not- 
for-Profit Costs that 
Include Fund Raising
Captive Insurance 
Company Formed
Practice Management and TRA ’86—Coping with Tax Reform is a book designed to 
help local practitioners deal with the administrative problems created by TRA ’86. 
It focuses on practice management economics and how to offset higher costs by 
raising billing rates and scheduling workloads.
Price is $15.00, $12.00 to members, from the AICPA order department. Call 
800/334-6961; 800/248-0445 in New York State. (Product no. is 889295.)
Accounting Today — A book about the profession, The Bottom Line: Inside 
Accounting Today, written by nationally syndicated columnist and author Grace W. 
Weinstein, has been published by New American Library. Prepared in conjunction 
with the AICPA’s Centennial celebration, it focuses on the accounting profession’s 
role in the current business environment. Designed for a broad audience, The 
Bottom Line should interest anyone concerned with the interrelationships between 
accounting and business.
Copies of the book are available at a special member discount price of $16.00 
(list price, $19.95) from the order department. Call 800/334-6961 (in New York, 
800/248-0445) and request product no. 889434.
Technical Information for Practitioners — Series 2, Audit Planning, explains the 
governing principles involved in the audit planning process and shows how to 
carry out the steps in practice. Priced at $12.50; members’ price is $10.00, it is 
available from the order department (Product no. 008021).
Division for CPA Firms Manuals — Both the SEC and private companies practice 
sections have issued the fourth update of their loose-leaf manuals. They include 
revisions to peer review standards, forms and checklists, and to administrative 
guidelines. Also included is a revised checklist for reviewing audits of 
governmental entities and a new one for not-for-profit organizations.
Free copies (recently sent to division members) are available by writing to the 
order department (SECPS is product no. G00488; PCPS is product no. G00277).
After considering comments on its exposure draft, Proposed Changes in the 
Uniform CPA Examination, the board of examiners, at its September open meeting, 
decided to continue discussion of the proposed changes with the 1987-88 board of 
directors of the National Association of State Boards of Accountancy (NASBA), 
through a joint coordinating committee. Following those discussions, a 
recommendation will be made to the Institute’s board of directors.
In that connection, the board of examiners approved conveying to NASBA a 
number of sentiments relating to the examination’s structure and format. (See 
November issue of the Journal of Accountancy for more details.)
The latest full-page advertisements in a campaign sponsored by the personal 
financial planning division appear in the October issues of Money, Sylvia Porter’s 
Personal Finance and Forbes, as well as in forthcoming issues of Medical 
Economics and the ABA Journal.
Photos used in the campaign vary, but the message is the same. In financial 
planning relationships, you can trust a CPA’s objective advice, broad expertise, 
creative solutions and adherence to a strong Code of Professional Ethics. PFP 
members may order camera-ready “glossies” for their own insertion in local 
publications by contacting Ilene Dorn Pollack at the AICPA (212/575-5417).
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Available from AICPA
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Changes in CPA 
Exam Deferred
PFP Ad Campaign Is 
in Full Swing
—  3 —
Four International 
Documents Issued; 
Two Exposure 
Drafts Released
TRA ’86 and the 
Calendar Year
Guideline on Education and Training Requirements for Accounting Technicians 
has been prepared by the education committee of IFAC primarily for use in those 
countries where there is a shortage of accountants. (AICPA product no. 019844.)
International Auditing Guideline 25, Materiality and Audit Risk, defines these 
concepts and their application by an auditor when planning and conducting an 
audit and evaluating results of the procedures used. (AICPA product no. 019257.)
International Auditing Guideline 26, Audit of Accounting Estimates, provides 
guidance on audit procedures that should be performed in order to obtain 
reasonable assurance as to the appropriateness of the accounting estimates 
contained in financial information. ( AICPA product no. 019261.)
International Statement on Auditing, EDP Environments — Stand-Aione 
Microcomputers, describes the configurations and characteristics of microcomputer 
systems used as stand-alone workstations. (AICPA product no. 019401.)
The above documents are available to members for $2.20 each from the order 
department (800/334-6961; 800/248-0445 in New York State). Please specify 
product numbers.
The following are free upon written request to the order department:
□  Exposure draft 29 of Proposed International Auditing Guideline, The 
Examination of Prospective Financial Information. It provides guidance on 
procedures and the manner of reporting results of an engagement to examine 
prospective financial information. Comments should be sent to Dan Guy at the 
AICPA by February 2 9 , 1988. (Product no. G00351.)
□  IASC exposure draft (E31) on Financial Reporting in Hyperinflationary 
Economies recognizes that reporting of operating results and financial position 
in the local currency without restatement is not useful in a hyperinflationary 
economy. It would require that the primary financial statements of an enterprise 
that reports in such currency should be restated in terms of the measuring unit 
current at the balance sheet date, as opposed to simply making supplemental 
disclosures of the effects of changing prices. Comments should be submitted to 
the AICPA accounting standards division by February 29, 1988. (Product no. is 
G00365.)
The AICPA has taken a leading role in promoting legislation to amend TRA ’86 to 
permit fiscal years for most partnerships, S corporations and personal service 
corporations under certain circumstances. House and Senate committees to which 
such legislative proposals were referred are expected to report out by the end of 
October. This notwithstanding, the technical information committee of the private 
companies practice section believes members have questions about reporting on 
financial statements that cover more than 12 months. The committee noted that this 
matter is discussed in a nonauthoritative response by the AICPA’s technical 
information staff (see AICPA Technical Practice Aids, Vol. I, Section 9900.07).
The staff response to this question is that it is acceptable to express an opinion 
on financial statements covering more than a 12-month period, provided the title of 
the financial statements is descriptive of the period and the practitioner’s report 
clearly indicates the period covered by the financial statements.
Regarding types of disclosures, the staff states in Section 9210.04: “neither 
APB Opinion no. 20 , Accounting Changes, nor SAS no. 1 (Section 420), 
Consistency of Application of Generally Accepted Accounting Principles, 
specifically discusses a change in the fiscal year. The effect of making the change 
should be disclosed in the current period under the third standard of reporting.
The auditor’s opinion need not refer to the change provided the effect of the change 
is adequately disclosed.” The staff indicates that a similar response would be made 
in the context of a review or a compilation engagement.
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Profession’s 
Centennial Attracts 
Nationwide Attention
The events and speakers at the AICPA’s centennial celebration in New York in 
September received much more coverage than any previous Institute activity, both 
locally and throughout the country.
Recognition of this landmark event was noted not only by President Reagan, 
but by New York City Mayor Koch, New York Governor Cuomo and numerous other 
state governors who proclaimed September 20-26 as “CPA Week.”
Moreover, and more important, reporting of individual items served as “take­
off” points for discussion of technical and professional issues by the profession’s 
leaders. Major articles appeared in such publications as the New York Times, the 
Wall Street Journal, the New York Daily News, the Chicago Tribune, the 
Washington Post, Columbus Dispatch and Business Week magazine. AP and UPI 
wire stories led to coverage by local and regional publications.
The national airwaves did not neglect the profession either. According to the 
North American Precis Syndicate, news of the CPA commemorative postage stamp 
was carried on 355 radio stations reaching 6,660,000 homes with over twenty 
million listeners in 47 states. TV reports were carried by CBS, PBS and CNN as well 
as New York area stations.
Other events such as the Centennial 10K run and the Rockettes were 
instrumental in making CPAs more visible in the community.
Client Bulletin to 
Feature Year-end 
Tax Suggestions
The December issue of the CPA Client Bulletin (available in mid-November) will 
carry six pages of year-end tax suggestions alerting clients to decisions to be made 
and actions to be taken before 1987 runs out. This special issue is available to 
nonsubscribers. New subscribers for 1988 will receive this issue free.
Price for nonsubscribing member firms is $10 per 25 copies; extra copies for 
subscribers are $5 per 25. Imprinting on special December copies is not available. 
Write AICPA circulation department. Send no money now; you will be billed later.
The AICPA tax division has announced its support for legislation enacting a 
“Taxpayers’ Bill of Rights,” such as many of the provisions in S. 1774 introduced by 
Senator David Pryor (D-AR) on October 7.
“We recognize that many of the issues, such as a written statement of taxpayer- 
appeals rights, are the subject of recent IRS initiatives, which we support. We will 
continue to analyze and comment on these and other proposals in furtherance of 
the goal of meaningful legislation in this important area,” said Herbert J. Lerner, 
chairman of the division’s executive committee, who made the announcement.
Sampson Named 
to FASB
A. Clarence Sampson, chief accountant of the SEC, has been appointed to a five- 
year term on the Financial Standards Board effective upon his retirement from his 
governmental position at the end of the year. He will replace David Mosso who is 
completing his second term and is therefore ineligible for reappointment. Sampson 
joins James J. Leisenring, the FASB’s director of research and technical activities, 
(see September 30 Letter) as new board members.
Two Promoted in 
AICPA Washington 
Office
Theodore C. Barreaux has been named Group Vice President—Government 
Relations, and Joseph F. Moraglio Vice President—Federal Government Relations.
“These changes in our Washington office reflect the increasing activity and 
importance to the accounting profession of events in Washington,” said AICPA 
President Philip B. Chenok in making the announcement.
Barreaux was previously Vice President—Government Relations and Moraglio 
is the former Director, Federal Government Relations.
QUESTIONS ON RESTRUCTURE PROPOSALS?
For answers to questions on the proposals to restructure professional standards, to be voted on by the 
membership next month, call 800/634-4877 between 8:30 a.m. and 5:30 p.m., eastern time.
AICPA Supports 
Taxpayers’ Bill of 
Rights
The membership of Wilbur Trapp, formerly of Hackensack, New Jersey, currently 
residing in Brooklin, Maine, was terminated on June 3 0 , 1987, for his failing to 
provide a hearing panel of Regional Trial Board X with evidence of completion of 
specified continuing professional education courses and with two examples of 
financial statements by June 3 0 , 1987.
Mr. Trapp had been suspended from memberships in the New Jersey Society of 
CPAs and the AICPA by a hearing panel on November 1 9 , 1986, following its 
finding that he was guilty of violating the Auditing Standards Rule of the Codes of 
Professional Ethics of the New Jersey Society of CPAs and the AICPA. (See Letter of 
March 30, 1987.)
At another meeting of a panel of Regional Trial Board X, in Baltimore, Joseph L. 
Shor of Pikesville, Maryland, was found guilty of violating the Institute’s Rules of 
Conduct by knowingly misrepresenting facts and failing to exercise due 
professional care during the period of an engagement with a client.
The panel required the respondent to complete 80 hours of continuing 
professional education courses, other than income tax, in addition to the required 
40 hours of CPE per year, by December 1989. Failure to comply with the CPE 
requirement will result in automatic expulsion from membership in the AICPA.
Mr. Shor, who was present at the hearing, did not request a review of the 
decision, which, therefore, became effective on July 1 7 , 1987.
The following actions have been taken under the automatic disciplinary provisions 
of the AICPA bylaws, effective August 1 9 , 1987:
□  The membership of Robert H. Dawson, Jr., of Longview, Washington, was 
terminated following his conviction in a U.S. district court on his plea of guilty 
to using a telephone to facilitate a conspiracy to distribute a controlled 
substance.
□  The membership of David Monoker of Towson, Maryland, was suspended 
pending appeal of a judgment of conviction in Baltimore County Court of theft 
and forgery.
NOTICE OF AICPA PUBLIC MEETINGS
Professional Ethics
At an open meeting to be held in New York City in the AICPA boardroom on December 15, starting at 
9:30 a.m., the professional ethics executive committee will consider the following proposed 
pronouncements for exposure:
□  Revision of Interpretation 101-9—The meaning of Certain Independence Terminology and the 
Effect of Family Relationships on Independence.
□  Ethics Ruling regarding Member’s Service on Advisory Board.
□  Withdrawal of Ethics Ruling no. 86, under ET Section 591—Member’s Name in Client Ad.
□  Two interpretations regarding the enforceability of standards established by regulatory agencies.
(Also, the November issue of the Journal of Accountancy will carry the texts of the six 
pronouncements adopted at the September 1 meeting of the committee.)
Auditing Standards
An open meeting of the auditing standards board will be held in the AICPA boardroom in New York 
City on November 17-19, starting at 9:00 a.m. Discussion of drafts in various stages are on the agenda.
□  Tuesday, November 17—1987 Omnibus SAS, Auditing Accounting Estimates and Control Risk 
Assessment.
□  Wednesday, November 18—Reporting on Internal Accounting Control, Analytical Procedures, and 
Auditor Communications.
□  Thursday, November 19—Continued Existence, and Errors and Irregularities/Illegal Acts.
Changes from these notices will be reported by the meetings telephone information service.
The number is 212/575-5694.
Four Members 
Disciplined
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Washington Briefs SEC Seeks Accounting Fellows—The SEC is accepting applications for its
Professional Accounting Fellows Program for selection in early 1988. Candidates 
should have at least six years of experience in a public accounting firm, or the 
equivalent, with at least one year at the managerial level. For further information, 
write the Office of the Chief Accountant, SEC, 450 Fifth Street, N.W., Washington, 
D.C. 20549.
Group Health Plan Coverage—The IRS will hold a public hearing on November 4 
on proposed regulations regarding the requirement that a group health plan offer 
continuation coverage to those who would otherwise lose coverage as a result of 
certain events. For information, contact Angela D. Wilburn at the IRS, 202/566-3935.
Penalty for Failure to File Correct Information—The September 10 issue of the 
Federal Register includes the IRS’s proposed and temporary regulations regarding 
the TRA ’86 provision for a $5 penalty for each information return or payee 
statement that fails to include correct information. For further information after 
reviewing the proposals, contact Renay France of the IRS at 202/566-3459.
Gam to Speak at Credit Union Conference—Senator Jake Gam (R-UT) will be the 
luncheon speaker on October 27 at the AICPA Conference on Credit Unions at the 
Capital Hilton Hotel in Washington, D.C. (see September 1 Letter). For further 
information, contact the AICPA meetings department at 212/575-6451.
No Certification, No Credit on Targeted Jobs—The IRS, in an advance ruling, Rev. 
Rul. 87-94, holds that employers who hired workers during the period in 1986 
when targeted job credits had expired (the credit had been extended under TRA 
’86) are not entitled to credit unless certification procedures are followed.
AGA Supports Research—The Association of Government Accountants (AGA) has 
funds to support research in government financial management. Those interested in 
applying for AGA grants should write to the Chairman of the National Research 
Board, AGA, 727 South 23rd Street, Arlington, Virginia 22202.
TRA ’86 Explained—The IRS has issued 2 publications on TRA ’86 for individuals 
and businesses. Publication 920, Explanation of the Tax Reform Act of 1986 for 
Individuals and Publication 921, Explanation of the Tax Reform Act of 1986 for 
Business, are available, free, from local IRS offices or by calling 800/424-3676.
SEC Issues Booklet on Capital Formation—Q & A: Small Business and the SEC, 
prepared in conjunction with the SBA, reviews requirements for raising capital 
through the sale of securities. Copies are available from the SEC’s Office of 
Publications by calling 202/272-7460.
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The Senate and House tax writing committees have approved separate tax 
legislation packages both of which include provisions that would permit 
partnerships, S-corporations and personal service corporations to retain or elect 
fiscal years (S 1520, HR 2977). The House narrowly approved, by a one-vote margin, 
its tax package. A Senate vote is anticipated. If the Senate approves its bill, a 
conference committee will attempt to reconcile differences between the two bills 
hopefully producing a tax package that President Reagan will not veto.
Prior to recent events on Wall Street, it was generally believed that the 
President would veto any legislation that included a tax increase. At presstime, it 
seems likely that the President will accept a tax bill with some revenue-raising 
provisions. If he does sign the tax package, it is expected that it will include the 
fiscal year provision. While no one can guarantee the final outcome, the AICPA 
Washington office believes that businesses should be able to elect to continue their 
present fiscal years for tax reporting, subject to the enhanced estimated tax 
requirements for partnerships and S-corporations and the possible postponement of 
deductions for a PSC.
Speaking before the AICPA National Conference on Federal Taxes on October 26 in 
Washington, D.C., IRS Commissioner Lawrence B. Gibbs announced a significant 
change in the previously announced intention of the IRS to interview the taxpayer 
personally at the beginning of many audits even though a CPA holds a power of 
attorney to represent that taxpayer. The AICPA tax division had strongly objected to 
that proposed policy in various communications to the commisioner and other 
officials.
Commissioner Gibbs said that, in the future, the taxpayer will not be required 
to be present at an initial interview to determine the scope of the audit. This policy 
is explained in a letter from Charles H. Brennan, deputy commissioner (operations), 
which will be carried in the next issue of the Tax Division Newsletter. If you have a 
situation where an IRS examiner is requesting such an interview involving the 
taxpayer, you may want to obtain a copy of Mr. Brennan’s letter to show to the 
examiner. Copies are available from the AICPA’s political and legislation division at 
202/566-3935.
IN MEMORIAM
John L. Carey (1904-1987)
John L. Carey, who for 38 years was the Institute’s chief staff executive, died in Salisbury, Connecticut, 
on October 24. Mr. Carey joined the staff in 1925, shortly after his graduation from Yale University. He 
was an integral part of virtually all developments in the profession until his retirement in 1969. His 
particular forte was in the ethics area and in communicating the history of the profession. He was the 
first non-CPA to have been awarded the AICPA’s Gold Medal for Distinguished Service.
Fiscal Year Retention, 
Encouraging News
Taxpayers’ Presence 
No Longer Required 
at Initial IRS Interview
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FASB Issues 
Statement on 
Consolidations
Statement No. 94 of the FASB, Consolidation of  All Majority-owned Subsidiaries, 
requires consolidation of all majority-owned subsidiaries. Consolidation of a 
majority-owned subsidiary is required even if it has “nonhomogeneous” operations, 
a large minority interest, or a foreign location.
The statement amends ARB No. 51 and certain related elements in APB 
Opinion No. 18 and in ARB No. 43, Chapter 12. Among other changes, these 
amendments preclude use of parent-company financial statements prepared for 
issuance to stockholders as the financial statements of the primary reporting entity. 
Effective date is for fiscal years ending after December 1 5 , 1988.
A final statement on Accounting for Income Taxes is expected before year-end. At 
its October 14 meeting, the board considered accounting for deferred foreign 
income taxes for foreign operations when the U.S. dollar is the functional currency. 
The board tentatively decided that the difference between the foreign tax basis and 
the foreign currency equivalent of the U.S. dollar historical cost should be treated 
as a temporary difference and should be accounted for as such under the provisions 
of the final statement on accounting for income taxes. Other projects:
□  A final statement on Cash Flow Reporting is expected by mid-November.
□  An exposure draft on Financial Instruments is scheduled for release this quarter, 
with a final statement expected in the fall of 1988.
□  A final statement on Sales and Leasebacks Involving Real Estate is scheduled 
for publication in the fall of 1988.
□  An exposure draft of Not-for-Profit Organizations—Contributions is scheduled 
for early 1988.
Diagnosing Management Information Problems is the title of Small Business 
Consulting Practice Aid 9, issued by the MAS division. This practice aid does not 
establish standards but provides information on how to improve a small business 
management information system by diagnosing problems and recommending 
changes. Price is $8.00; $6.40 to members. Specify product no. 055323.
The Use of Computers in Tax Return Preparation is a practice aid supersedes 
Guidelines to Assess Computerized Tax Return Systems (issued in 1976). It 
incorporates a number of issues not addressed in the 1976 guide. Price is $10.00; 
$8.00 to members (product no. 888880).
CPA Video Journal Program no. 50 includes an update on the Centennial Annual 
Meeting, the “Plan to Restructure Professional Standards, the FTC inquiry, Dingell 
hearings on the Treadway Report and recent general AICPA developments. This 18- 
minute videotape is priced at $50.00. Specify cassette format when ordering: 1/2- 
inch VHS (product no. 888682); 1/2-inch Beta (product no. 886672), or 3/4-inch U- 
Matic (product no. 885684).
The above publications are available by writing or calling the AICPA order 
department (800/334-6961; 800/248-0445 in New York State).
The Journal of Accountancy is considering devoting a substantial portion of its 
June 1988 issue to small business concerns. The Journal editors would appreciate 
receiving articles and suggestions on small business for their consideration. Please 
send any ideas or proposals, by December 1, to Stephen Collins of the Journal at 
the AICPA’s New York office.
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Pending FASB 
Projects
Recent AICPA 
Publications
JofA Seeks Small 
Business Input
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ITS TIME TO VOTE FOR EXCELLENCE 
YOUR FUTURE DEPENDS ON IT
Within a matter of days, you as one of the 255,000 members of the American 
Institute of Certified Public Accountants, will vote on the most important initiative 
ever undertaken by the accounting profession. That initiative is the Plan to 
Restructure Professional Standards. The Plan consists of six proposals. It was 
devised to help every member improve his or her professional abilities which will 
ultimately improve the quality of service of the entire profession, increase the 
public’s confidence in the profession, and offset calls for government regulation.
The Institute will mail the ballots, first class, to you and all the members in mid- 
November and they must be returned by January 12, 1988. An identification 
certificate, which you must sign, will be on one side of the ballot. On the other side 
will be the items on which you are being asked to vote. Members will be asked to 
vote “yes” or “no” on the following proposals:
PROPOSALS
Proposal No. 1 
Proposal No. 2 
Proposal No. 3 
Proposal No. 4 
Proposal No. 5 
Proposal No. 6
To update the existing rules of conduct with a Code of Professional Conduct 
consisting of principles and rules.
To adopt as a membership requirement a practice-monitoring program for members 
in public practice.
To restructure the Joint Trial Board to promote uniformity of findings and reduce 
duplication of enforcement procedures.
To adopt as a membership requirement continuing professional education for 
members in public practice.
To adopt as a membership requirement continuing professional education for 
members not in public practice.
To adopt as a requirement that, after the year 2000 , applicants for AICPA 
membership must have at least 150 collegiate-level semester hours including a 
bachelor’s degree or its equivalent.
To preserve your anonymity, the Institute has engaged The Corporation Trust 
Company (C-T) of Wilmington, Delaware to tally the vote. The Corporation Trust 
Company, the oldest and largest company of its kind in North America, was the 
first to offer the service of a “disinterested third party” vote tabulator back in 1908. 
They have tallied the vote at most of the major contested shareholders’ meetings 
held during this century.
Reminder ballots will be mailed to members whose ballots have not been received. 
The reminder ballots will be clearly marked “substitute ballot.” To prevent double 
voting, only the first ballot received from the member, will be counted.
To be approved, each proposal will require a two-thirds majority of the members 
voting.
Rewards of 
Excellence
There’s Still Time
Vote Excellence
The Plan’s goal is to achieve “Excellence in our Second Century.” To reach this 
goal, each proposal was designed to provide benefits to all members.
Proposal 1 seeks membership approval of a new Code of Professional Conduct 
made up of Principles and Rules. The Principles set forth an ethical philosophy to 
which all members should aspire. This guidance will help members make 
appropriate ethical judgments in the “gray” areas that develop in an increasingly 
complex society. The Principles will be supported by enforceable rules structured 
along the lines of the present Rules of Conduct.
Proposal 2 calls for public-practice members to participate in quality review 
programs every three years as an AICPA membership requirement.
These reviews will result in improved procedures, new ideas, and more effective 
operations. It will also result in better accounting services for anyone who uses a 
CPA.
Proposal 3 restructures the joint trial board by consolidating the 12 regional boards. 
The 12 regions will stay as they are now, with each nominating at least three former 
or current Council members to sit on a combined board. Members of the combined 
board will then be appointed to regional sub-boards to adjudicate hearings in their 
own and neighboring regions. The result will be a streamlined trial board that 
assures fairness, impartiality, and uniformity for all members.
Proposals 4 and 5 set minimum CPE standards for members in public and 
nonpublic practice. Public-practice members will take 120 CPE hours over three 
years starting in 1989. Members not in public practice will take 60 CPE hours over 
three years starting in 1989. In 1992, this requirement will increase to 90 hours over 
three years.
CPE brings to all CPAs the latest developments in their areas of responsibilities and 
helps them keep abreast of changing trends and greater expectations of them as 
professionals—whether they are marketing directors or tax managers. Ultimately, 
CPE makes members more valuable in the marketplace, regardless of whether they 
are members in public practice, industry, education, or government.
Proposal 6 requires candidates for AICPA membership after the year 2000 to have 
150 hours of college-level education, including a bachelor’s degree (or its 
equivalent). Not only will this assure that future members are prepared to deal with 
tomorrow’s complex business world and to represent the accounting profession 
better in the public arena, it will also increase the credibility and respect for the 
entire profession.
With a 60-day voting period, there’s still time to learn more about the proposals. For 
more information, contact the executive director of your state society or AICPA 
Director of Communications Dave DeMala at 212-575-3877. Either can provide you 
with videotapes, audio cassettes, brochures, articles, and other written materials 
that will explain the Plan and its proposals. If you have specific questions 
concerning the Plan, please call 1-800-634-4877 during normal business hours.
When you receive your ballot within the next few weeks, you will vote on six 
proposals. In voting, you will make decisions on issues that will affect the 
accounting profession for decades to come. The boards of 51 state and territorial 
CPA organizations have endorsed the Plan, as have the AICPA Council and Board of 
Directors because they believe all AICPA members will benefit from the Plan’s 
adoption. They urge you to vote “yes” on the six proposals. They urge you to vote 
for excellence.
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Study Supports 
Post-baccalaureate 
Accounting 
Education
AICPA Banking and 
SEC Conferences; 
Tax Division Meeting
A recent study by Philip H. Siegel, an associate professor of accounting at San 
Francisco State University, concludes that a post-baccalaureate education coupled 
with an undergraduate major in accounting is a superior educational preparation 
for auditors in public accounting firms than those with only bachelor’s degrees. 
There have been several previous studies on accounting education, but this is 
claimed to be the first empirical examination of the relationship between an 
auditor’s performance and educational preparation.
The study was based on an analysis of detailed data supplied by five 
international CPA firms on auditing professionals hired or employed in the past 
five years. The individuals were divided into three groups: bachelor’s degree with 
an accounting major; M.S., M.Acc., or M.P.A. in accounting; and those holding an 
M.B.A. degree with an accounting concentration.
It focuses on three performance measures: the actual annual evaluation given 
the auditors by their supervisors; promotion velocity, which is defined as the time 
period it takes for an auditor to be promoted from one level to another; and 
turnover rates.
The master’s groups outperformed the bachelor’s group in all three areas. The 
individuals in the master’s group not only had higher overall evaluations and 
significantly higher advancement rates, but had about half of the turnover rate 
when compared to those with only a baccalaureate degree in accounting. An 
extension of the study to include M.B.A.s with a liberal arts undergraduate major 
and those with only a liberal arts undergraduate degree reinforced the earlier 
conclusion.
The conclusions of this study are consistent with one of the proposals under 
the Plan to Restructure Professional Standards that will be voted upon by the 
membership, starting in mid-November. It would require applicants for 
membership in the AICPA to have at least 150 collegiate-level semester hours, 
including a bachelor’s degree, after the year 2000.
Manuel H. Johnson, vice chairman of the Board of Governors of the Federal Reserve 
System, will be the luncheon speaker on November 13 at the AICPA’s Twelfth 
National Conference on Banking at the Grand Hyatt Hotel in Washington, D.C. 
(November 12-13). Other speakers include L. William Seidman, chairman, Federal 
Deposit Insurance Corporation, and Congressman Doug Barnard, Jr. (D-GA).
Registration fee is $395.00. For further information, contact the AICPA 
meetings department at 212/575-6451.
The Fifteenth Annual AICPA Conference on Current SEC Developments will be 
held on January 5-6, 1988, in Washington, D.C. at the Grand Hyatt Hotel. Present 
and future SEC activities dealing with accounting, reporting and financial reporting 
matters will be discussed. The keynote speaker will be SEC Chairman David S. 
Ruder, and the luncheon addresses will be given by Senator Donald W. Riegle, Jr. 
(D-MI) and Dennis R. Beresford, chairman of the Financial Accounting Standards 
Board.
The registration fee is $395.00. For further information, contact the AICPA’s 
meetings department (212/575-6451).
December 3-5 are the dates for members of the AICPA tax division to meet at the 
Hyatt Regency Grand Cypress Hotel in Orlando to hear speeches by William 
Nelson, IRS chief counsel, and several members of the Treasury Department and 
the Joint Committee on Taxation. They will discuss current legislative and 
regulatory developments. Plenary sessions and discussion groups will deal with a 
wide variety of tax issues.
Attendance is restricted to tax division members, for whom there is no 
registration fee. To obtain membership applications for the division (annual dues 
are $70.00) call the AICPA circulation department (212/575-5505).
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Washington Briefs SFA Audit Guide Being Revised—The inspector general of the U.S. Department of 
Education has announced that the department’s March 1984 Audit Guide for 
Audits of Student Financial Assistance is being revised with anticipated 
publication by the end of the year. The revised reporting requirements will be 
effective for audit periods ending on or after June 3 0 , 1988, and copies, when 
available, can be obtained from the Regional Inspectors General for Audit.
Tax Accounting Fellow Sought—The Office of Regulatory Policy, Oversight and 
Supervision (ORPOS) of the Federal Home Loan Bank System in Washington, D.C. 
is seeking a Tax Accounting Fellow with 7-10 years of public accounting experience 
and heavy emphasis on thrift taxation. Salary is negotiable. Contact Tom Bloom 
(202/778-2532) or Linda Hallerman (212/778-2536).
Accountants’ Aid on Economic Census—The Bureau of the Census is mailing to all 
AICPA member firms a guide to assist them in helping clients to complete the 
economic and agriculture census forms for 1987. These forms, which will be 
mailed to businesses at the end of the year, are due by February 1 5 , 1988. Firms that 
have not received the booklet, Information to Assist Accountants in Preparing for 
the 1987 Economic and Agriculture Censuses, may obtain copies from Joseph F. 
Moraglio, at the AICPA’s Washington office (202/737-6600).
New Federal Accounting Systems Standards—New standards issued by the 
Comptroller General, along with the related guidance to assist in their 
implementation, are contained in appendix III to title 2 of the GAO Policy and 
Procedures Manual for Guidance of Federal Agencies. Agency heads must observe 
these standards in establishing, maintaining and reporting on their systems of 
accounting and internal controls as required by law (31 U.S.C. 3512). For further 
information, contact Virginia Robinson (202/275-9513).
IRS Amends Rules on Written Protests—The IRS has amended procedural rules 
(Federal Register, October 16) relating to written protest procedures to obtain 
appeals consideration of field examination findings. They “simplify the protest 
procedures,” according to the IRS. After reading the notice, further information can 
be obtained from George Bradley at the IRS (202/343-0231).
Due Diligence Relief—According to IRS Notice 87-71, temporary regulations will 
be issued “in the near future” regarding administrative relief from penalties for 
taxpayers who failed to make due diligence mailings on their pre-1984 accounts or 
instruments.
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The Financial Accounting Standards Board has issued its Statement no. 95, 
Statement of Cash Flows, which supersedes APB Opinion no. 19, Reporting 
Changes in Financial Position. The new statement requires a statement of cash 
flows as part of a full set of financial statements for all business enterprises in place 
of a statement of changes in financial position. It requires that such statements 
classify cash receipts and payments according to whether they stem from operating, 
investing or financing activities, and defines each category.
The statement encourages enterprises to report cash flows from operating 
activities directly by showing major classes of operating cash receipts (the direct 
method). If this method is used, a reconciliation of net income and net cash flow 
from operating activities is required in a separate schedule.
Current exchange rate at the time of the cash flows is required in reporting the 
currency equivalent of foreign currency cash flows. Effective date is for annual 
financial statements ending after July 1 5 , 1988.
ASB Makes 
Recommendation 
Regarding FASB 
Statement no. 95
In view of FASB Statement no. 95, Statement of Cash Flows, which requires an 
entity to provide a cash flows statement in place of a statement of changes in 
financial position, the auditing standards board planning subcommittee of the 
AICPA recommends that the auditor’s standard report language in the opinion 
paragraph be changed as follows:
“In our opinion, the financial statements referred to above present fairly the 
financial position of X Company as of (at) December 3 1 , 19XX, and the results of 
its operations for the year then ended, in conformity with generally accepted 
accounting principles applied on a basis consistent with that of the preceding 
year.”
This change deletes reference to the statement of changes in financial position 
and incorporates the statements of income, retained earnings, changes in other 
equity, and cash flows into the phrase “results of its operations.” In reporting on the 
financial statements of entities that choose not to restate, SAS no. 1, AU section 
420, “Consistency of Application of Generally Accepted Acccounting Principles,” 
applies.
AICPA Order 
Department 
Withdraws 
800 Number
The AICPA order department has reluctantly taken out of service the toll-free 800 
telephone numbers that were installed earlier this year. Designed to process orders 
for paid publications, the system has been so inundated with requests for gratis 
materials that many thousands of calls each month cannot even access the system. 
The volume has exceeded projections many times over, and unanticipated 
processing delays have occurred.
It is expected that a toll-free number will be reinstated when the AICPA 
develops the physical capacity and changes in the system that will enable the order 
department to handle the volume on a timely basis.
In the meantime, requests for gratis materials (those with the letter G preceding 
the product number) should be in writing. Paid orders can be placed either in 
writing or by calling the order department’s reinstated number: 212/575-6426.
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SEMIANNUAL REPORT OF JOINT ETHICS ENFORCEMENT PROGRAM ACTIVITY
January 1 to June 30, 1987
In line with the Institute’s policy of reporting on disciplinary matters, the AICPA’s professional ethics
division has updated its statistics on the disposition of ethics investigations processed under the AICPA’s
Joint Ethics Enforcement Plan (JEEP) consisting of the AICPA’s ethics division and 50 jurisdictions. This
report is based on information submitted by the ethics division and 39 other JEEP participants.
The statistics cover numbers of cases, not the number of respondents in a case.
ETHICS COMMITTEE ACTIVITIES t o t a l s *
Investigations open at start of period 666 *
Investigations opened during period 358
Total Investigations 1,024
Administrative Reprimands issued 48
Minor Violation letters issued 28
No violation findings 139
Prima Facie cases in preparation for
submission to Joint Trial Board Division 26
Cases referred to Joint Trial Board Division:
Prima Facie cases for Trial Board Hearings 16
For action under automatic provisions of bylaws 11
Total Disposition of Case Investigations 268
756
Remaining investigations as of June 3 0 , 1987
Investigations held pending outcome of litigation:
State Society Ethics Committees 75
AICPA Professional Ethics Division 140 215
Cases under investigation:
State Society Ethics Committees 410
AICPA Professional Ethics Division 131
Total Remaining Investigations 541
Total Investigations 756
JOINT TRIAL BOARD DIVISION ACTIVITIES
Members expelled under automatic provision of bylaws 9
Members suspended under automatic provision of bylaws 1
Decision pending outcome of appeal __1 11
Trial Board Hearings:
Members suspended 1
Members admonished 1
CPE required 3
Decision pending outcome of appeal 3
Cases scheduled, not yet heard 4 * *
Cases not yet scheduled __4 * * *  _16
Total Joint Trial Board Division Cases 27
* Figures are not comparable from period to period because of differences in the number and identity of the state societies reporting in any given
year. * *2 society members only. * * *1 society member only.
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AICPA Opposes 
Senate RICO Bill 
Provision; Supports 
House Version
AICPA Clarifies 
Policy on Deferred 
Enforcement 
of Certain Rules
FASB Proposed 
Bulletin Would 
Clarify Example 
in Statement 90
Circuit Court 
Upholds Dismissal 
o f CUNA Suit 
Against AICPA
The “small investor” provision of the Senate RICO reform legislation (S. 1523) must 
be removed before it can be supported by the AICPA, according to B.Z. Lee, special 
assistant to the AICPA board chairman, in testimony before a recent Senate 
Judiciary Committee hearing.
This provision which would authorize RICO plaintiffs who fit within the broad 
category of small investors to seek multiple damages, even if they have remedies 
under the securities laws, is included in the legislation introduced by Senator 
Howard Metzenbaum (D-OH). “Of greatest concern to the accounting profession,” 
Lee said, “is the fact that RICO continues to be used to evade the standards of the 
securities laws and to raise the stakes in ordinary litigation arising from securities 
transactions.” This bill “effectively would expand, not limit, the substantive impact 
of the RICO statute” in the securities area. With the elimination of the small 
investor exception, Lee said that S. 1523 would offer “some substantial relief” and 
that the AICPA would support it, as it does legislation pending in the House (H.R. 
2983) sponsored by Congressman Rick Boucher (D-VA).
At its Fall meeting, Council unanimously ratified a decision of the board of 
directors to defer temporarily enforcement of certain rules of the Code of 
Professional Ethics which contain prohibitions that are likely to become the subject 
of formal proceedings before the Federal Trade Commission (see September 30 
Letter). The temporary deferral of enforcement does not mean that any present rules 
have been dropped or changed in any way. The rules remain as adopted by the 
membership and the bylaws require members to adhere to those rules.
Deferral of enforcement means that while the Institute will open files on valid 
complaints involving any of the rules, it will defer investigation of those 
complaints involving restrictions that are being challenged by the FTC staff until 
such time as the outcome of the FTC’s proceedings is established. At that time, 
investigations will be reopened based on the rule as it exists at the outcome of the 
FTC proceedings. The Institute is advised that it can mount a strong defense to the 
FTC staff challenge and expects to demonstrate that the rules are not in violation of 
the Federal Trade Commission Act.
The FASB has released for public comment a proposed Technical Bulletin that 
would clarify an illustration in FASB Statement 90, Regulated Enterprises— 
Accounting for Abandonments and Disallowances of Plant Costs, dealing with the 
computation of a loss on an abandonment.
Questions have been raised about whether the example reflects the intent of 
Statement 90 for computing loss on an abandonment and the subsequent 
accounting when a regulator allows recovery of cost without return on investment. 
The proposed bulletin states that the example in question does not accurately 
reflect the intent of the statement and proposes a new example that would reflect 
that intent. Comments on the proposed Technical Bulletin are requested by 
November 25, and the FASB plans to issue a final bulletin before year-end.
The U.S. Court of Appeals for the Seventh Circuit has affirmed a lower court’s 
decision in dismissing a suit against the AICPA by the Credit Union National 
Association. The association had sought declaratory and injunctive relief in a 
federal district court on the grounds that the AICPA’s Audit and Accounting Guide 
for Credit Unions, which calls for the capitalization of members’ share accounts as 
liabilities rather than capital, will harm the financial condition of credit unions 
and should be withdrawn. The Court ruled that the Guide is a definition of GAAS 
addressed to accountants and “states an axiom rather than a conclusion. It simply 
makes financial reports more consistent, and thus easier to understand.”
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Captive Insurance 
Company Update
NASBA Publishes 
CPA Candidate 
Statistics
AICPA Member 
Disciplined
Year-end Reminders 
on Membership 
Retirement Plans
All eligible firms should have received a preliminary prospectus dated September 
24 for AmerInst Insurance Group, Inc., which will act as a reinsurer of policies 
issued under the AICPA Professional Liability Insurance Plan. To date, the number 
of shares represented on the Indication of Interest Forms far exceeds the minimum 
300,000 shares required for the transaction to be consummated. AmerInst is 
currently preparing a final prospectus and expects to distribute it to all member 
firms in the next several weeks. A subscription form will be included along with 
subscription procedures and deadlines.
The National Association of State Boards of Accountancy has recently released CPA 
Candidate Performance on the Uniform CPA Examination—1986, which analyzes 
the performance and backgrounds of 120,000 candidates in 52 jurisdictions who sat 
for the May and November examinations. Twelve statistical reports are presented 
for each examination. A commentary which incorporates data from prior 
examinations is included.
Although the reports are statistical and rarely draw conclusions, they indicate 
that about 21 percent of first-time candidates passed all subjects for which they sat. 
About half were unsuccessful in all of their subjects. A candidate with an advanced 
degree can usually expect to achieve superior examination performance. For 
example, 35 percent of these candidates had passing scores on all parts of the 
examination and 67 percent passed at least one subject. For those with 
baccalaureate degrees only, the corresponding success rates were 19 percent and 38 
percent respectively.
Copies of the publication are available at $95 each from NASBA, 545 Fifth 
Avenue, New York, New York 10017.
At a meeting of a hearing panel of Regional Trial Board VII in Indianapolis,
Indiana, on August 4 ,  1987, Michael O. Elaman of Tell City, Indiana, was found 
guilty of violating Rule 201B of the Codes of Professional Ethics of the Indiana CPA 
Society and the AICPA by failing to exercise due professional care in his audits of a 
city housing authority.
Mr. Elaman was admonished by the hearing panel and required to complete 
specified CPE courses, in addition to those required of all licensees by the Indiana 
State Board of Accountancy, by December 31, 1988. If he does not, his memberships 
in the Indiana CPA Society and the AICPA are to be suspended for 18 months 
without further proceedings.
Mr. Elaman, who was present at the hearing, did not request a review of the 
decision which, therefore, became effective on September 3 ,  1987.
December 31 is the deadline for participants in the Member Retirement Plans to file
various forms, as announced by MONY last spring:
□  Since Equity Fund B will no longer be available as an investment fund after 
December 31, elections to transfer such funds to other investment funds must be 
received by MONY before that date;
□  The new adoption agreement, previously sent to member firms, should be 
returned by December 31;
□  Firms who adopted the AICPA Non-standardized Retirement Plan must file 
Form 5307, short-form application for determination, by December 31;
□  A revised summary plan description must be filed with the U.S. Department of 
Labor unless the firm covers only self-employed individuals and their spouses.
For more information, call MONY’s new toll-free number: 8OO-MONY-8OO.
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Government 
Contractor Draft 
Guide Exposed
An exposure draft of a proposed AICPA audit and accounting guide, Audits of 
Government Contractors, has been released for comment with responses due by 
February 2 ,  1988.
The guide discusses those aspects of accounting and auditing unique to 
government contractors and was developed to assist independent auditors in 
examining the financial statements of government contractors and subcontractors.
It provides general background and practical guidance to independent accountants 
on accounting, auditing and financial reporting for these contractors.
Comments should be sent to William J. Holmes of the AICPA staff, at 1455 
Pennsylvania Avenue, N.W., Washington, D.C. 20004-1007. Up to five free copies 
can be obtained, upon written request, to the AICPA order department in New York 
(product no. G00286).
Bicentennial 
Down Under
The year 1988 is not only Australia’s Bicentennial, but the presentation of the 
Australian Society of Accountants’ three-day “Public Accountants Conference” in 
Brisbane from June 7-9, 1988. This coincides with EXPO ’88, which will be 
conducted in Queensland from April 30 to October 30.
A brochure will be available in December; Early Bird registration fee is A$350, 
if received by February 28 , 1988. Information is available from the Marketing 
Officer, Australian Society of Accountants, G.P.O. Box 1161, Brisbane 4001, 
Queensland, Australia.
Member Ballots 
Mailed
Mail ballots have been sent to all AICPA members on the six proposals under the 
Plan to Restructure Professional Standards and must be returned to The 
Corporation Trust Company by January 12, 1988, to be counted. For answers to 
specific questions, call 800/634-4877 between 8:30 a.m. and 5:30 p.m. (EST).
NOTICE OF AICPA PUBLIC MEETINGS
Accounting Standards
An open meeting of the accounting standards executive committee will be held on December 9 and 10 
at the Doral Country Club, Miami, starting at 8:30 a.m. Agenda items are as follows:
□  Quasi-reorganizations Issues Paper (consider draft);
□  Airline SOP on Frequent Travel Awards and Other Matters (consider for final issuance);
□  Accretion of Discounts (discussion of draft);
□  Audit and Accounting Guide on Common Interest Realty Associations (discussion of proposed 
changes to draft guide);
□  GASB Discussion Memorandum, Accounting and Financial Reporting for Capital Assets of 
Governmental Entities (discussion of comment letter);
□  FASB proposed exposure draft on financial instruments (discussion of AcSEC’s views).
The next scheduled meeting will be in New York City on January 19-21, 1988.
Federal Taxes
The tax division executive committee will hold an open meeting in Orlando at the Hyatt Regency 
Grand Cypress Hotel on December 5, starting at 9:00 a.m. The agenda follows:
Saturday, a.m.
□  Calendar Year Tax Conformity (report of task force);
□  IRS Interview Procedures (discussion);
□  Rationalizing the Tax Penalty System (preliminary discussion).
Saturday, p.m.
□  Study of Tax System Efficiency (preliminary discussion);
□  Tax Division Reorganization (discussion of point outline).
The next meeting of the committee is scheduled for February 7-9, 1988, in Phoenix.
Changes from this notice will be reported by the meetings telephone information service. The
number is 212/575-5694.
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Washington Briefs FHLMC Revises Audit Report Form—In Bulletin 87-13, the Federal Home Loan 
Mortgage Corporation has revised its annual audit report (Form 16). It includes an 
eligibility recertification statement to be signed by the institution’s chief financial 
officer, and an auditor’s statement that the required audit procedures were followed. 
This form is required of all FHLMC sellers and servicers and must be filed annually 
within 90 days of each institution’s fiscal year-end. For further information, contact 
FHLMC’s Institutional Risk Management Group at 202/789-4758.
IRS Names Taxpayer Division Head; Assistant Commissioner—AICPA member 
Robert LeBaube has been appointed director of the taxpayer service division at the 
IRS National Office, according to information release IR-87-135. He succeeds Walter 
Alt, who has retired.
LeBaube will oversee IRS service to taxpayers, including taxpayer information 
materials, tax education programs and taxpayer correspondence, as well as 
telephone and walk-in assistance.
David Blattner, a career IRS employee, is the new assistant commissioner for 
examination. He will develop and supervise the execution of nationwide tax return 
examination programs. His predecessor, Frederic Williams, will head the Cincinnati 
Service Center.
Investment Tax Credit Guidance—Guidance is provided for applying rules relating 
to repeal of regular investment credit in IRS Rev. Rul. 87-113 and in Internal 
Revenue Bulletin no. 1987-45.
Reproducible Tax Forms Are One Dollar Per Page—In Rev. Proc. 87-60 the IRS 
states that one dollar per printed page will be charged for processing requests for 
reproducible proof copies of tax forms, instructions and publications. Repros must 
be ordered as a set (e.g., a six-page form is available only as a six-page repro).
Hearing Set on Proposed Inventory Capitalization Regulations—The IRS will hold 
a public hearing on December 7 regarding proposed regulations concerning the 
capitalization and inclusion in inventory of certain costs using the practical 
capacity method of accounting (see November 6 issue of the Federal Register). The 
hearing will be held in the IRS Auditorium, 1111 Constitution Avenue, N.W., 
Washington, D.C., starting at 10:00 a.m.
Additional Guidance on Single Audits—Copies of a new booklet, Questions and 
Answers on the Single Audit Provisions of OMB Circular A-128, may be obtained 
from the Financial Management Division, OMB, Washington, D.C. 20503; 
202/395-3993.
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FASB Issues 
Exposure Draft on 
Disclosures; Special 
Report Statement 91
A Semimonthly News Report Published by the AICPA
Vol. 67 No. 19 December 11, 1987
An exposure draft of a proposed statement, Disclosures About Financial 
Instruments, has been issued by the FASB with comments due by March 2 0 , 1988.
It is an initial, interim step in the Board’s project on financial instruments and off- 
balance sheet financing and would set requirements for such disclosures for all 
entities.
The proposed statement would extend present practices of some entities for 
some instruments by requiring disclosures by all entities for all financial 
instruments of information about credit risk, future cash receipts and payments, 
interest rates and market values. Disclosures about future cash receipts and 
payments and interest rates would not be required for financial assets and liabilities 
represented to be held for sale or settlement before maturity for which market value 
is reported.
Single free copies are available until March 2 0 , 1988, from the FASB order 
department, High Ridge Park, Stamford, Connecticut 06905-0821.
A special report, A Guide to Implementation of Statement 91 on Accounting for 
Nonrefundable Fees and Costs Associated with Originating or Acquiring Loans and 
Initial Direct Cost of Leases, has been issued as an aid in understanding and 
implementing Statement 91.
The report consists of a question and answer format organized by the 
paragraphs in Statement 91, the full text of which is included.
The report is available from the FASB order department.
The Securities and Exchange Commission declared the AmerInst offering 
“effective” on November 1 8 , 1987 and all “eligible firms” should have received 
from Merrill Lynch Capital Markets a copy of the final prospectus.
AmerInst Insurance Group has been organized as an entity separate from the 
AICPA to provide for the reinsurance of a portion of the coverage currently 
available to firms participating in the AICPA Professional Liability Insurance Plan. 
As previously reported, AmerInst was formed to give CPA firms the opportunity to 
exercise a greater measure of control over future developments in the accountants’ 
professional liability insurance market, and to enhance insurance capacity in the 
event of another liability insurance crisis.
It is important to note that the minimum investment requirement for current 
AICPA Plan insureds has been changed from 50% of 1987 premiums to the lesser of 
that amount or 1% of gross revenue, the latter subject to a minimum of $500. There 
has been no change in the minimum investment requirement for non-AICPA Plan 
insureds.
Merrill Lynch Capital Markets is acting as Selling Agent in this offering and 
CPA firms have already or will be contacted by Merrill Lynch Financial 
Consultants to discuss the offering. Members who have not received a prospectus 
may call Merrill Lynch at (212) 807-2492.
Firms desiring to purchase shares must complete and return a subscription 
agreement no later than December 3 1 , 1987.
AmerInst Insurance 
Group, Inc. Offering 
Update
Two tax conferences, with cosponsorships, have been scheduled by the AICPA CPE 
division.
The first, with two presentations, is Tax Planning for Closely Held Businesses and 
Their Owners—After TRA’86, One Year Later, and is being cosponsored in Phoenix 
on January 7-8, 1988, with the Arizona CPA Foundation, and in Orlando on January 
25-26, 1988, with the Florida Institute of CPAs.
This conference is designed to help develop operational strategies, greater 
insight into tax accounting rules for capitalization requirements, understanding of 
the issues in structuring tax deferred exchanges under the Starker Rules, and the 
importance of General Utilities transition rules. Problem-sharing with experts to 
derive solutions is a key element.
The Taxation of Financial Instruments is being cosponsored with the American 
Law Institute-American Bar Association and will be held at the Marriott Marquis 
Hotel in New York City on January 14-15, 1988.
Through a series of panels and workshops, this program should give 
accountants, lawyers and securities and commodities professionals the opportunity 
to approach, absorb and surmount the intricacies in this area and show clients how 
to most effectively use these instruments in their investments strategies.
The registration fee for each of these conferences is $595 and recommended CPE 
credit is 16 hours. For further information call the AICPA CPE division at 1-800/ 
AICPA NY; in New York State, 212/575-5696.
At its meeting in San Diego, the accounting standards executive committee
□  Approved issuance of a practice bulletin, Accounting for Debt/Equity Swaps, 
subject to clearance by the chairman of AcSEC and review by the FASB;
□  Approved issuance of a comment letter on the FASB’s exposure draft, Sale and 
Leaseback Transactions Involving Real Estate, Sales-Type Leases of Real Estate, 
Definition of the Lease Term, and Initial Direct Costs of Direct Financing Leases, 
subject to clearance by the chairman of AcSEC;
□  Approved changes to the proposed Statement of Position, Accounting by Venture 
Capital Investment Companies, made in response to FASB comments;
□  Approved sending the government auditing and accounting committee’s letter to 
GASB, supporting the GASB exposure draft, Applicability of FASB Statement 
no. 93, Recognition of Depreciation by Not-for-Profit Organizations, to Certain 
Staff and Local Governmental Entities.
Several months ago the IRS announced its intention to interview the taxpayer 
personally at the beginning of many audits, even though a CPA held a power of 
attorney to represent that taxpayer.
On October 26, speaking before the AICPA National Conference on Federal 
Taxes, IRS Commissioner Lawrence B. Gibbs announced a significant change in 
this area. In the future, the taxpayer will not be required to be present at the intial 
interview. Following is the full text of a letter from Deputy Commissioner 
(Operations) Charles H. Brennan which explains this new policy.
If you are involved in a situation where the IRS examiner is requesting an 
interview with the taxpayer, you may want to show a copy of Mr. Brennan’s letter to 
the examiner. The IRS National Office has informed the AICPA tax division that 
every District Director has received a copy.
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CPE Schedules Two 
Tax Conferences
AcSEC Meeting 
Highlights
IRS Interviews of 
Taxpayers
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DEPARTMENT OF THE TREASURY  
I N T E R N A L  R E V E N U E  S E R V IC E  
W A S H IN G T O N ,  D.C. 2 0 2 2 4
D E P U TY  C O M M IS S IO N E R  OCT 2 2  1987
Mr. Herbert J. LernerChair, Division of Federal Taxation
Ernst St Whinney
1225 Connecticut Ave., N.W. - Suite 600 
Washington, D.C. 20036
Dear Mr. Lerner:
As I discussed with you at our meeting on October 19,
1987, we have changed our approach on the issue of interviewing 
taxpayers. I want to share with you our new approach to this 
issue and ask for your comments by November 27, 1987.
First, I would like to recap the basis for our emphasis 
on interviewing. An August 1979 General Accounting Office 
Report found that the quality of our examinations needed to be 
improved. GAO recommended that examiners pay greater attention 
to detail, develop a higher degree of technical expertise and 
during the examination, explore more thoroughly the tax facts 
as reported. This led to a number of projects designed to 
improve the quality of our examination process.
Related to the GAO conclusion that examiners were missing 
significant tax issues and not doing enough probing of tax­
payers about the missing links in returns, we contracted with 
a Big Eight accounting firm to develop a basic auditing skills 
training course. The course highlights general interviewing 
skills and was designed to balance technical expertise with 
interpersonal skills since the success of an auditor depends 
as much upon communications as upon technical knowledge.
We believe a discussion is necessary at the beginning of 
the audit for the examiner to obtain an understanding of the 
taxpayer's business operations and accounting records and to 
determine the proper depth and scope of the examination. Proper 
depth and scope forms the basis of a quality examination.
Concerning our new approach, we will not mandate that the 
taxpayer must be present for the interview as was previously 
discussed with you. Our new guidelines and training will 
emphasize the type of factual information that the examiner 
needs to develop; suggested techniques for developing the 
information and the need to obtain this information at the 
beginning of the audit. It is not important who provides the 
information as long as the person has sufficient knowledge of 
the facts and as long as we can have an ongoing dialogue at 
the beginning of the examination. In other words, within the 
requirements of IRC 6103, we need and are willing to talk to 
anyone who has first-hand knowledge about the areas we are 
interested in, i.e., the practitioner, bookkeeper, business 
manager, taxpayer, any other person.
Mr. Herbert J. Lerner
We are interested in making an accurate assessment of the 
reasonableness of a tax return. As your members know, auditing 
is not simply a matter of looking at supporting documents. It 
also entails the verification of information and facts. Our 
objective is to fill in the information and factual blanks 
through conversation at the beginning of the audit. Examiners 
will converse with any person who can provide the needed infor­
mation and facts.
I'm sure you can appreciate that we cannot begin or 
conduct the audit with someone who will merely serve as a 
courier, shuttling back and forth between the Service and the 
taxpayer with Service questions and client answers, with 
Service follow-up questions and client follow-up answers. This 
type of arrangement impedes the flow of the examination which 
doesn't do justice to the tax system or the taxpayer.
In summary, our approach will not mandate that the 
taxpayer must be present at the initial interview. Rather, we 
are willing to meet with whomever is sufficiently knowledgeable 
about the facts to be able to engage in an ongoing discussion 
with the examiner.
I look forward to hearing from you and if you would like 
to meet with me, please don't hesitate to call.
Sincerely,
 
Charles H. Brennan
Deputy Commissioner (Operations)
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Dingell Reports on 
Possible Financial 
Reporting Legislation
Independent Bank 
Auditors Criticized
National SEC
Conference
Announced
Long-Term Disability 
Income Plan
“I believe Congress has a responsibility to move forward on the good ideas of the 
Treadway Commission Report that will require legislation,” said Congressman John 
Dingell (D-MI), chairman of the House Energy and Commerce Oversight and 
Investigations Subcommittee, in a recent speech. He added that the subcommittee 
staff is identifying specific proposals relating to corporate financial reporting which 
will be included in legislation to be developed early next year.
Dingell said that the subcommittee was “fairly clear” about four areas that need 
change:
□  Develop “better regulation, both by federal agencies and private self-regulatory 
organizations;”
□  Create a “more balanced system to encourage and protect the many good people 
who work to implement accounting, auditing and financial reporting rules;”
□  Amend the present system to require that “auditors will routinely take 
reasonable steps to discover fraud” and report the activity to the appropriate 
authority “when company’s management does not respond;”
□  Implement “broad internal controls for publicly owned corporations.”
Dingell also noted that the subcommittee has “raised questions about the FTC’s 
attempt to require audit firms to accept commissions and contingent fees.”
Congressman Fernand St Germain (D-RI), chairman of the House Banking 
Committee, told a hearing of the House Government Operations, Commerce, 
Consumer and Monetary Affairs Subcommittee that some independent audits of 
banks “have come so wide off the mark so as to be reprehensible,” and were “sorely 
lacking” in providing early warning. He said that his committee was planning to 
hold hearings on independent auditors. “I can’t see why independent auditors 
shouldn’t be required to immediately share with regulators” the results of their 
audits, St Germain added.
The 15th Annual AICPA National Conference on Current SEC Developments will 
be held on January 5-6, 1988, at the Grand Hyatt Hotel in Washington, D.C. It will 
provide participants with information and analyses of current conditions, 
requirements and problems, as well as insights into future developments in the 
securities field.
Featured speakers include SEC Chairman David S. Ruder and Senator Donald 
W. Riegle, Jr. (D-MI), chairman of the Securities Subcommittee of the Senate 
Banking, Housing and Urban Affairs Committee.
Registration is $395 and 16 CPE credit hours are recommended. For further 
information, contact the AICPA meetings department at 212/575-6451.
AICPA members who wish to start or increase their coverage under the Long-Term 
Disability Income Plan must act before January 1 ,  1988.
The Plan is available to all eligible individual members, regardless of 
occupation. Special features include
□  Monthly disability income benefit payments ranging from $500 to $5,000 for 
disabilities caused by either sickness or accident;
□  Disability payments may be for life after a 26-week waiting period if the 
disability occurred before age 50 (payments to age 65 if incurred at or over age 
50);
D A voluntary rehabilitation program under which the insured CPA may return to 
work while receiving reduced monthly benefits.
For additional information, write or call the Plan Agent: Rollins Burdick 
Hunter Co., 605 Third Avenue, New York, New York 10158 (telephone 
800/221-4722; in New York, call collect 212/973-6200, and ask for extension series 
number 447).
—  6  —
Washington Briefs Pension Contributions May Not Be Deductible — Pension and profit-sharing
contributions may not be deductible this year due to quirk in the tax law, according 
to Milton Pickman, chairman of the AICPA’s employee benefits subcommittee. 
Under TRA ’86, most S corporations, personal service corporations and 
partnerships have to file a return for a short year through December 3 1 , 1987. A 
section of the Code permits contributions to plans to be made after the year-end 
states that if it is paid by the due date of the return, it will be considered made at 
the end of the preceding year. Where a change in year-end creates an intervening 
year, strict interpretation could create problems and an interpretation is being 
sought. Possibly the contribution may have to be made by December 3 1 , 1987.
Changes to IRS Forms? — The tax forms subcommittee of the AICPA tax division 
seeks suggestions for improvements to IRS forms and instructions. In the past, the 
IRS has adopted almost 60 percent of the AICPA recommendations. Comments 
should be sent no later than January 1 5 , 1988, to Edward S. Karl, AICPA, 1455 
Pennsylvania Avenue, N.W., Washington, D.C. 20004.
Passive Activity Form Issued — The final version of Form 8582, “Passive Activity 
Loss Limitations,” is included by the IRS in Package X distributed to tax 
practitioners. The IRS has said that the first set of regulations explaining the new 
rules will be issued by year-end.
Penalty Relief on Incorrect ID Numbers — In advance notice 87-14, the IRS has 
modified previously announced requirements on how payors of interest and 
dividends can receive relief from the penalty for failing to provide correct 
identifying numbers on information returns. This notice appeared in IRS Bulletin
1987-44, dated November 23.
New Publication on IRAs Issued by IRS — Publication 923, New Rules for 
Individual Retirement Arrangements, is now available from the IRS. It is an 
overview of the new rules under TRA ’86, which may lower or do away with a 
taxpayer’s IRA deduction and includes a comprehensive explanation of IRA rules, 
both old and new. Copies are available by calling 1-800/424-3676 or from the three 
IRS regional forms distribution centers.
Tax Rules for Kids — Publication 922 of the IRS, New Tax Rules for Children and 
Dependents, is designed to assist taxpayers in complying with TRA ’86, which 
requires many children and dependents to pay taxes for the first time. Free copies 
are available from the IRS by calling 1-800/424-3676.
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At its meeting on December 10-11, the AICPA board of directors
□  Received an interim report of the upward mobility of women special committee;
□  Discussed a draft report from the strategic planning committee, which will be 
discussed again at the February board meeting;
□  Authorized changes in the charter of the Institute’s political action committee to 
make clear that contributions may be accepted from non-AICPA members who 
are employees of AICPA members;
□  Authorized communication of the Institute’s support for initiatives to improve 
federal financial management;
□  Discussed a plan of response to the final recommendations of the National 
Commission on Fraudulent Financial Reporting;
□  Authorized the sending of a letter to the chairman of the SEC supporting 
accounting standard-setting in the private sector by the FASB, free from external 
political pressure in the light of insurance industry efforts to urge certain 
congressmen to ask for change in the proposed income tax standard.
A provision to allow the retention of fiscal years has been included in the tax bill 
passed by Congress last week. The bill was enacted into law with the President’s 
signature on December 22.
A full explanation and sample worksheets for all three types of entities 
(partnerships, S corporations and personal service corporations) are being sent to 
all practice units. Single copies of Fiscal Year-end Practice Aids (product number 
G00495) may be obtained by sending a self-addressed envelope to AICPA Fiscal 
Year Practice Aids, P.O. Box 1033, New York, NY 10108-1033.
To All AICPA Members
Our sincere thanks to the many thousands of members who contacted their Senators and 
Representatives to urge relief from the year-end conformity requirements in TRA ’86. The success of 
this campaign is gratifying because it resolves a pressing problem faced by many of our members.
Our victory also demonstrates that legislators will listen to an organized group of respected, 
public-spirited constituents. The result tells us we will be heard and can achieve success when we 
work together in a focused effort involving a legitimate concern.
The victory would not have been possible without you. We urge those who did not become active 
during this battle to join us next time. Other issues such as legal liability, RICO reform and other tax 
legislation loom on the horizon. When we ask for help in the future, remember—you can make a 
difference!
Sincerely,
A. Marvin Strait Philip B. Chenok
Chairman of the Board President
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GASB Exposes Draft 
on Financial 
Resource Flows
The Governmental Accounting Standards Board has issued an exposure draft, 
Measurement Focus and Basis of Accounting—Governmental Funds, which would 
require governments to measure financial resource flows using an accrual basis of 
accounting in governmental funds for general purpose financial statements. The 
proposal represents a major change from present practice.
Under the proposal, the operating results would show the extent to which  
financial resources obtained during a period are sufficient to cover claims incurred 
during that period against those resources; the financial position expressed is the 
extent to which net financial resources are available for future periods. The 
proposed standard adopts the accrual basis of accounting to achieve that 
measurement focus.
Five public hearings on the proposal will be held early in 1988, and comments 
are sought by April 13, 1988.
The GASB has issued a staff research report, An Empirical Study of Governmental 
Financial Reporting Entity Issues, as part of its overall financial reporting project.
The report examines both the definition and display aspects of the entity and is 
based on a mail survey of 500 preparers and attestors, and 30 interviews with users 
of governmental financial reports. Among the conclusions:
□  About 20 percent of the local government survey respondents had never 
evaluated any potential component units for possible inclusion in their reporting 
entities. Most of these were small municipalities.
□  When determining the entity scope, auditors tend to emphasize financial 
interdependency factors; preparers tend to emphasize oversight relationships.
□  Preparers and auditors report that governments are generally following present 
GAAP by blending component units’ results with those of oversight units.
For copies and information on prices, contact Order Department, GASB, 
High Ridge Park, P.O. Box 3821, Stamford, Connecticut 06905-0821.
The membership of Duane P. Howell of New City, New York, was terminated on 
November 24, 1987, following the denial by an ad hoc committee of his request for 
a review of a regional trial board hearing panel’s decision that he be expelled from 
membership in the AICPA.
The regional trial board hearing panel had found Mr. Howell guilty of violating 
the acts discreditible rule of the Institute’s Code of Professional Ethics by 
withholding two IRS refund checks, payable to a former client, in order to enforce 
payment of fees, and voted for expulsion from membership. That decision was 
stayed, however, pending the outcome of the ad hoc committee’s consideration of 
Mr. Howell’s request for review.
The AICPA bylaws provide that membership in the Institute shall be terminated 
without a hearing should there be filed with the secretary of the Institute a final 
judgment of conviction imposed on any member for a crime punishable by 
imprisonment for more than one year.
□  The membership of Joseph S. Gross of Huntington Valley, Pennsylvania, was 
terminated on October 29, 1987, following his conviction in a U.S. district court, 
on a plea of guilty of conspiracy to defraud the United States, aiding and abetting 
a bribery, and aiding and assisting in the preparation of a false tax return.
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The accounting standards executive committee met on December 9-10 and
□  Approved sending to the AICPA’s board of directors a statement to be sent to the 
chairman of the SEC expressing AcSEC’s support for the FASB and its standard- 
setting process, as applied to its project on accounting for income taxes;
□  Approved sending to the FASB an issues paper, Quasi-reorganizations, after 
negative clearance of changes by AcSEC;
□  Approved the conclusion that common interest realty associations should 
recognize as assets in their financial statements common property to which they 
have title, and agreed to send the proposal to the FASB for its consideration 
before exposure, after clearance by the AcSEC chairman and division director.
At its meeting on December 8-10, the auditing standards board voted to ballot on 
whether the following proposed statements on auditing standards should be issued 
early next year after making the following changes:
□  The Auditor's Standard Report references consistency only when there is a 
significant change in accounting principle. The reference is in a separate 
paragraph following the opinion paragraph of the auditor’s report. Additionally, 
the opinion paragraph includes a reference to cash flows when the statement of 
cash flows is presented;
□  Communications with Audit Committees or Others with Equivalent Authority 
and Responsibility applies to all SEC registrants and all other entities that have 
an audit committee or that have formally designated oversight of the financial 
reporting process to a group equivalent to an audit committee;
□  Consideration of the Internal Control Structure in a Financial Statement Audit 
contains clarified guidance about procedures the auditor performs to obtain an 
understanding of the internal control structure and procedures the auditor 
performs to assess control risk;
□  The Auditor's Consideration of an Entity’s Ability to Continue as a  Going 
Concern contains the revised definition of a going concern as an entity that has 
the ability to continue its operations and meet its obligations. Also, the proposed 
standard requires the auditor to consider the adequacy of disclosure in the 
financial statements related to management’s plans, when such plans alleviate 
substantial doubt about the ability of the entity to continue as a going concern;
□  The Auditor’s Responsibility to Detect and Report Errors and Irregularities;
□  Illegal Acts by Clients.
The board also voted to approve for exposure in the spring a draft of a proposed 
SAS, Compliance Auditing: The Auditor’s Responsibility for Testing Compliance 
with Laws, Regulations and Contractual Requirements Governing Financial 
Assistance and Entity Receives from Government.
Joseph Cote, CPA, will assume the position of AICPA staff vice president— 
continuing professional education, effective January 1 ,  1988. Cote is currently the 
director of continuing education for the California CPA Foundation, and previously 
served on the staff of the Institute’s CPE division.
Chris Seidel, another former Institute staff member, has rejoined the staff as vice 
president—member services. In that capacity he will oversee a wide range of 
activities including industry and practice management, member insurance 
programs and state society relations. For the past 13 years he has been president of 
CPA Associates, an international association of accounting firms.
Member ballots on the six proposals under the Plan to Restructure Professional 
Standards must be received at The Corporation Trust Company offices by January 
12,  1988, in order to be counted. A reminder mailing has been sent to those 
members who have not yet voted. If you have questions, call 1-800/634-4877.
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Recent AICPA 
Publications
TOTAL: A New 
AICPA Service
’Tis the Season — 
Tax That Is
Accounting Trends and Techniques: 1987 is a compilation of data from 600 annual 
reports to stockholders analyzing the accounting information disclosed in the 
reports. Surveyed reports were those of selected industrial and merchandising 
companies for fiscal periods ending between February 2 2 , 1986, and February 1,
1987. The product number is 009876 and the price is $50; $40 to members, from 
the order department.
Accountant’s Trial Balance (ATB) is a software program that gives an accountant 
with a personal computer an easy-to-use trial balance and workpaper generator. The 
program will be shipped in 5¼- and 3½-inch formats. For information, call 
212/575-5412. Prepublication price (until February 1 ,  1988) is $240; $195 to 
members. To order, contact the AICPA order department (product number 016300).
Tax Practice Checklists Available—The AICPA tax division has updated sample 
practice aids for adaptation to a firm’s practice and local law. In addition to 
checklists for individual, partnership, corporation and S corporation tax returns, 
the package includes fiduciary returns, passive activities and employee plan 
checklists as well as a draft job arrangement letter for 1040 engagements.
These checklists are being automatically distributed to tax division members. 
For copies, send a self-addressed 9  x  12 envelope and a check for $15 payable to the 
AICPA to AICPA Checklists, P.O. Box 1012, New York, NY 10108-1012.
Attest Services Related to MAS Engagements amends paragraph 71 of Attestation 
Standards to eliminate the temporary exclusion relating to attest engagements in 
which the practitioner’s conclusions about another party’s written assertion, 
providing certain conditions are met. It also provides guidance on assertions, 
criteria and evidence, and describes nonattest evaluations of written assertions. The 
product number is 023036 and the statement is priced at $9.50; $8.60 to members, 
from the order department.
A new program, developed with Mead Data Central, Inc., is designed to put 
computer-assisted tax and accounting research within the reach of all members.
The Total On-Line Tax and Accounting Library program will permit a member 
with a personal computer and a modem to access the AICPA’s National Automated 
Accounting Research System (NAARS); the FEDTAX library which includes laws, 
regulations, rulings and many daily tax services; the news and wire services library 
(NEXIS); and six other libraries.
The cost is a one-time $75 charge and $10 per month plus usage charges. The 
product number is 009024. It is available from the AICPA order department.
For further information, write or call Hal Clark at the Institute, 212/575-6393.
The AICPA is making available the following materials for tax season use:
□  Tax Reform and Your 1987 Taxes—A Guide to Preparing Your 1987 Return. This 
two-color three-fold brochure outlines deductions, exemptions and various tax 
breaks available to 1987 taxpayers (product number 889276). The new brochure 
replaces 12 Tax Tips. Cost is $10 per 100 (minimum);
□  How Tax Reform Affects Your Tax Return—This color slide presentation and 
script provides advice on how to complete a tax return and determine eligibility 
for various deductions and tax breaks (product number 889346). Cost is $75 for 
the first set, $35 for each additional;
□  Tax Reform and Your 1987 Tax Return—This 20-minute speech discusses the 
impact of tax reform on 1987 personal tax returns. Included is a three-page 
handout, which can be duplicated, entitled Radio and TV Interview Guide;
□  Commonly Asked Questions About Filing Your 1987 Tax Return. This package 
(product number 889280) is available for $3, prepaid (shipping and handling 
costs are included).
Orders for any of the above materials should be placed with AICPA, P.O. Box 1036, 
New York, NY 10108-1036.
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AICPA Seeks 
Committee Members
Members who wish to volunteer for one of the approximately 600 AICPA 
committee openings that are expected to become available starting in October 1988 
should write to Torny Berntsen at the AICPA. She will provide a booklet listing 
current committees and their objectives, approximate time commitment needed 
and a biographical form which will supply the necessary information for 
consideration by the incoming chairman of the board.
To be considered for the 1988-89 committee year, the bio form should be 
returned by February 1 5 , 1988.
Five CPAs Appointed 
to Advisory Group
Five AICPA members are among the 22 appointees to the IRS Commissioner’s 
Advisory Group for 1988. They are Jack W. Carlson, Edina, Montana; William T. 
Diss, Denver, Colorado; James J. Lennon, Oaks, Pennsylvania; Don J. Summa, 
Newark, New Jersey; and Leon Walker, Washington, D.C.
The first meeting of the new group will be on January 13-14, 1988.
Life Insurance Trust 
Changes Year
Under TRA ’86, the AICPA Insurance Trust must now change to a calendar year 
from the previous March 31 fiscal year. Subscribers received a K-1 schedule and 
refund check during the summer of 1987.
Participants will receive a second K-1 and refund check in March 1988, which 
will be for the nine months ended December 3 1 , 1987. The information from both 
K-1 schedules should be included on their 1987 personal tax returns.
OCC Seeks 
Accounting Fellow
The Office of the Comptroller of the Currency (OCC) will accept applications until 
January 29, 1988, for an Accounting Fellow who will serve a two-year term 
beginning next spring.
Applicants should have a CPA certificate, a minimum of five years public 
accounting experience, some of which should be in providing services to or 
working in the banking industry. At least one year in public accounting should be 
at the manager level, including responsibility for the planning, control and 
technical accuracy of audit engagements.
Work assignments might include study of significant accounting issues 
affecting banks, development of regulatory accounting policy and evaluation and 
revision of current reporting requirements.
For additional information, contact Zane D. Blackburn, Director of the Bank 
Accounting Division, at 202/447-0471.
AICPA PUBLIC MEETING NOTICE
Accounting Standards
An open meeting of the accounting standards executive committee will be held on January 20-21,
1988, in the AICPA boardroom, New York City, starting at 9:00 a.m. The agenda follows:
□  FASB exposure draft, Disclosures About Financial Instruments, (discuss comment letter);
□  GASB discussion memorandum, Accounting and Reporting for Capital Assets of Governmental 
Entities, (discuss comment letter);
□  GASB discussion memorandum, Accounting and Financial Reporting for Risk Management 
Activities, (discuss comment letter);
□  Airline Statement of Position on frequent travel awards and other matters (consider for final 
issuance).
The next meeting of the committee will be held in New York City on March 15-17, 1988.
Changes from this notice will be reported by the meetings telephone information service.
The number is 212/575-5694.
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Washington Briefs Change Made to Form 1098 for 1988—In Announcement 87-110 the IRS stated that
recipients of mortgage interest must indicate on Form 1098 whether the mortgage 
was incurred after December 3 1 , 1987, for a purpose other than the purchase of a 
personal residence. Also, the average balance reporting requirement will not be 
imposed for interest received before January 1, 1989.
Regulations Approved for W-4 Filings—The IRS has modified the rules on 
withholding certificates to reflect TRA ’86. They will require employers to submit. 
to the IRS copies of employee forms W-4 or W-4A, in cases where an employee 
claims more than ten exemptions (see December 1 Federal Register).
Tax Interest Rates Increase—The IRS announced in Revenue Ruling 87-131 that the 
interest rate for tax overpayments will increase from nine to ten percent and for 
underpayments from ten to eleven percent for the quarter starting January 1 ,  1988.
Assistant IRS Commissioner Appointed—John Johnson has been named Assistant 
IRS Commissioner for planning, finance and research. He succeeds John Wedick, 
currently a deputy commissioner. Johnson will be responsible for strategic plans, 
tax administration research and the IRS’ budget and financial management system.
Reliance on Informal IRS Guidance—The IRS said in an advance ruling (Rev. Rul. 
87-138) that substantive or procedural guidance in its informal notices and 
announcements may be relied on “just like revenue rulings and procedures.”
New Pension Plan Rules—New reporting requirements in 1988 for excess deferrals, 
excess contributions and excess aggregate contributions to qualified pension plans 
were announced by the IRS in Notice 87-77. This notice affects plans qualified 
under Code section 401(a), section 401 (k), section 403 and section 401(k)(6).
Also, Notice 87-80 states that individually designed pension, profit-sharing, 
stock bonus or annuity plans that were not timely amended to comply with tax 
laws must be replaced by the adoption of a qualified master or prototype plan in 
order to retain qualification.
Short Year Is Not Pension Deadline—As reported by the Bureau of National Affairs, 
William Posner, assistant director of the IRS’ employee plans technical and 
actuarial division, said that entities on a non-calendar year fiscal year that switch 
to the calendar year for 1988 do not have to make their pension contributions by 
December 31, 1987 (see December 11 Letter). An employer “could make the 
contribution for the year prior to the short year within the Section 404(a)(6) filing 
period.” He said, “it is not our position” that the 1987 fiscal year contribution 
would have to be made by year-end.
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